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PROCEEDI NGS

DR. WLENSKY: W started out duly noting our
intention to stay on tine and here we are quite late in
starting.

M5. THOVAS: W're going to be brief. W're going
to just go through a quick overview of the chapter first of
all and then nove to the recomendations, which we would
like to take in batches. They |lend thenselves to that and
so we'll put a slide up, quickly review the recommendati ons,
and then you can discuss themand then we'll nove on to the
next bat ch.

| would i ke to point out that we've nade sone
nodi fications to the draft recommendati ons that were in your
mai lings. They're to the first four that were in the
mai | i ngs on paynent, and | think that they're stil
consistent wwth the spirit of discussion you had | ast nonth,
but | think that they reflect a better understandi ng on our
part of the inplenentation issues involved with noving
directly to the devel opnent stage.

Timcan address that in greater detail. |[|'ve also
tried to do a little editorial work on reconmendati on seven

to make those options a little bit clearer.
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I f you could focus your discussion this norning on
recommendati ons and then we would be happy to try and
address any questions and | believe there are
representatives of these prograns here who can probably al so
answer any questions you m ght have, and if you could give
us witten comments on the chapter today, that would be very
hel pful .

l"mgoing to quickly, as | said, reviewthe
organi zation of the chapter. The first section is conparing
the three progranms, PACE, S/HMO, and Evercare. It reviews
t heir program design, operational features, any results from
eval uations that independent HCFA researchers have done, and
it also reviews the overlaps and di fferences between these
prograns and Medi car e+Choi ce.

The next section noves to the issues of the
recommendati ons around risk adjustnment and paynent. The
third section describes program standards whi ch enconpass
beneficiary education, performnce neasures, coverage of
non- Medi care benefits, eligibility criteria, enrollnent and
di senrol Il ment, and the question of the for-profit entities
bei ng excl uded from PACE

Then there's a brief appendi x on conparing the
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benefits in the social HM3Os to those in Medicare+Choi ce and
anot her appendi x on Medi caid paynents for PACE, which the
comm ssion is directed to comment on. Timis going to wal k
you t hrough these paynent recommendations that you di scussed
| ast nont h.

MR. GREENE: Good norning. W felt draft
recommendations on risk adjustnent, follow ng on your
di scussion last tinme of sone recomendati on | anguage we had
then, we took your discussion |ast tine, the general drift
of the neeting and specific coments, conbined those with
the information we got fromthe industry and in particul ar
from HCFA ri sk adj ustnent anal ysts, and franmed
recommendations first the several we sent you and then
nodi fications of themthat you have in your hands and that
we're presenting here.

We have three risk adjustnment recomrendati ons at
this point. The first is that the secretary postpone by one
year application in Medicare+Choice risk adjusters for
specialized plans. This is the point that we nade | ast
tinme, that we're, by this recomendati on, supporting HCFA s
pl an to postpone application in PIP-DCGs to these plans for

one year to give the agency nore tine to collect data and
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anal yze alternatives for risk adjustnent approaches to these

pl ans.

The second woul d have --

DR. ROAE: Do you want to take these one by one,
Gail, these recommendations?

DR. WLENSKY: | was going to have him go through
t he bl ock, but whatever you would like. [If you would find

it easier to do it one by one, we can do that.

MR. GREENE: The second woul d recomend that the
secretary study differences between frail elderly and other
beneficiaries to identify needs for nodifications to
Medi car e+Choi ce ri sk adjusters.

Here we' ve taken recommendati ons di scussed | ast
time and recomendations frommail-in material, nodified it
slightly to essentially enphasize research rather than
devel opnent and under st andi ng cost differences rather than
nmoving to i mredi ate application of new adjusters.

It reflects, in large part, conversations with
HCFA where we | earned nore about inplenentation issues,

i npl enentation costs and probl ens, and where we heard sone
useful information about both technical and other procedural

i ssues that nmade us step back a little back fromthe nore



aggressive tack we've taken in the mail-in material.

The third would have the secretary |link paynent to
beneficiary, not to the plan, and this is the point that was
made by a nunber of conmm ssioners last tinme, that paynent
shoul d follow the beneficiary, not the plan, and that any
new ri sk adjustnent nethodol ogies for frail elderly should
apply to frail elderly beneficiaries wherever they are
regardl ess of the plan type that they're enrolled in.

The reconmendati on woul d enphasi ze al so that we
realize that inplenentation issues and inplenentation
difficulties, in particular data availability, m ght prevent
us from applying new risk adjusters to Medi care+Choi ce pl ans
and m ght require that they be applied only to specialized
plans in the short run.

| wel cone any coments or reaction.

DR LAVE: I'ma little confused about these

recommendati ons and | can understand the order of them Let

me try to explain this. | think that there is a consensus -
- this may be wong, but I'll put it that way for purposes
of discussion -- that the Mdicare+Choi ce suggested net hod

as we currently understand it based on diagnosis is not

appropriate for the population which is enrolled in the PACE



pr ogr am

So that if that is a correct consensus, then
don't understand why we want to postpone for only a year.

If it won't work, why don't we want to postpone it until
there is sonmething that will work? So that sort of is -- so
| started out with a statenent that we may not have
consensus about, but that was ny feeling that we had agreed.

DR ROAE: W had talked last time, | thought, if
|"ve got this right, Gail, of waiving it for PACE, not del ay
it.

DR. LAVE: So that would be the question, and I
think that we tried to make it -- there is a question in ny
m nd about whether or not PACE and the S/HM>s are different
enough that we should consider them So | don't know
whet her or not we want to take that on here, but | guess
that if we have a consensus or had a consensus that the
Medi care ri sk adjustnment programwas not adequate to contro
for a programwhich dealt with only frail elders, then
t hi nk the recommendati on nunber one should be we ought to
postpone it until we have done nunmber two and then we can
roll fromthere.

Then | think that once we have deci ded how we can



develop a risk adjustnent for frail elderly, then it seens
to me that three, five, whatever they are, they're not in
order, that the next ones follow that once you have

devel oped a risk adjustnent that appropriately adjusts for
frail elderly, then clearly the adjustnment should follow the
i ndi vi dual .

DR. WLENSKY: Let nme recall, as best | can, but
we can have sonebody check or you probably have followed it
nore closely and tell me whether my recollection is correct.

We phrased this recomendati on the way we did, the first
one, because it basically affirmed support for what HCFA
says it wi shes to do.

So HCFA has taken the position, they wish to have
a one-year postponenent and that we are saying yes, we think
t hat proposal by HCFA, in and of itself, is a good
recommendation. Wether or not in a year they or we wll be
ready to do anything different I would regard as subject to
revision, but it was really saying, as we sonetines do, HCFA
has nmade a proactive statenent, we support it.

DR. LAVE: But should we not take it alittle bit
further and say that the comm ssion believes that, in fact,

it should not apply risk adjustnent to specialized plans
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until they can control for the frail elderly? That, |
think, is really what the critical issue is, Gil, is

whet her or not in fact we think that for plans |ike PACE

whi ch we know what they | ook |like, they, in fact, can be
appropriately reinbursed based on a risk adjustnent system
which relies heavily on the characteristics of the inpatient
di agnosi s.

DR. NEWHOUSE: The alternative is 2.39 tines the

AAPCC.

DR. LAVE: Well, we can revise --

DR. NEWHOUSE: No, no. I'mgoing to wait in |line,
but I wanted to -- we've got fol ks who say what is the

alternative.

DR. LAVE: | understand that, but it does strike
me, the question that it seens to ne is are we better off
having a small nunber of PACE progranms that we m ght be
paying a little bit too much noney to, rather than having a
paynment systemthat is going to put PACE-type prograns out
of busi ness.

DR. NEWHOUSE: | understand that.

MR. GREENE: The one year delay is franmed as a

period to all ow devel opnent of new ri sk adjustment exactly
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for these.

DR. LAVE: But it doesn't say that. I1'mgoing to
make a statenent. W basically say we then should study the
differences and then after we study the differences, we
shoul d develop a risk adjustnent system That's not a one-
year process, so I'mjust sort of saying that -- the
question that I'mraising is whether as a comm ssion we want
to take the bull by the horns or the goat by the horns or
what ever the expression is.

DR. W LENSKY: W may want to just say for at
| east one year.

DR. LAVE: At |east one year and we think that you
need to be able to control for frailty before we nove ahead.

DR. W LENSKY: Because, in fact, | think you're
very correct. The next several recommendations clearly are
not consistent wth the one-year tine frane.

M5. ROSENBLATT: |I'mnore confortable with wording
li ke at | east one year, because everything Judy nentioned
applies to the risk adjustnent systemfor all other
Medi car e+Choi ce pl ans.

| was a little bit concerned with what was in the

paper. |'mmuch happier with the one-year wording at this
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point. |'mhappier in general with the wordi ng on what was
just given out than what was in the paper.

The only other coment | want to nmake is on
recommendation three on the capitation paynents, and this
may be ny term nology again. | think recommendation three
is linked to recomendati on seven because if we say that the
benefits will be different, then the way | define
capitation, the capitation should reflect the different
benefits. So depending on where we go on seven, we nay need
to revise three.

DR. WLENSKY: We will cone back to that when we
di scuss seven.

M5. NEWPORT: |'mconfortable with the at | east
one year piece of this, but I think we all have to
under stand, in another venue, HCFA has tal ked about with the
five year phase-in of risk adjustnment, do they sort of do a
cunul ative capture of the foregone savings, if you wll, and
| think part of what we have to understand is when the risk
adjustnent is inplenented on the inpatient side, then we all
know there are serious challenges on the outpatient side for
the whole programin terns of what risk adjustnent should

look like for that data. W don't even know what we're
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going to have to provide.

| think we need to understand if there's a pent-up
savi ngs that woul d be captured and the possible affect that
m ght be on the plans. | don't know if I've made nyself
clear, but this has cone up before. A delay of one year, is
it a delay or does it nmake that first year of inplenentation
of risk adjustnent for this program capture the 10 percent
phase-in in addition to the 30. So that's what's happeni ng.

So that may not be what we need to recognize
affirmatively here, but it may be a question for further
analysis in terns of the inpact on these prograns.

| just think, let's be clear on the outpatient
side. The collection of data is a problem across the board
and | think that it's inportant to capture this and go
forward. And | agree with Alice in terns of the |linkage
w th recomrendati on seven. W need to nake sure that
they're all congruent as we go forward.

DR. RONE: A couple of points | was going to nake
have already been made. | want to associ ate nyself
conpletely with Professor Lave's coments and think there is
a di ssonance here because you could interpret this as we

think that the adjusters are right, but for sone other



14

technical reason, it has to be delayed a year, you know, for
i npl enentation. W don't want that interpretation.

| wonder whether we should switch the order of the
recomendati ons and have the first recommendati on be study
differences to identify, to get the right risk adjusters,
and then postpone by at |east one year the inplenentation or
sonet hing. Maybe that would send a better nessage, that we
need to develop the right technol ogy here and the right
appr oach.

| agree with Janet. | had a question about how
this delay relates to the already-del ayed phase-in, that
program The other point | would nake, which is a general
poi nt, and none of ny hospitals or health system conponents,
to my know edge, currently have a PACE program | just want
to put that on the record.

This is a very, very inportant popul ation. These
are the nost vul nerabl e Medi care beneficiaries about which
we know the | east about providing really good care and it's
areally, really small nunber of people. | think there
are 12 of these prograns with an average of 200 or sonething
enrollees. W are tal king about a very, very small nunber

of the 35 mllion Medicare beneficiaries.
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|f there were any way to give incentives to make
this programgrow or to not to kill this program by over-
regulating it or giving it the wong risk adjusters too
soon, we could w pe out what is really a good idea.

| nmean, these prograns are very small and there is
lots of need for them So froma beneficiary point of view,
| think we can -- there are many other things we deal with
better, nmuch nore greater financial inmpact on the system
than this, so for that reason, | would not put any adjuster
in here that | thought was potentially hurtful because what
woul d happen is, it will take us three years to find out
that we creaned these prograns and then we'll w pe this sort
of thing out. W don't want to do that.

MR. MacBAIN. First of all, in keeping with our
newfound formality, | would like to agree with Doctors Rowe
and Lave.

DR. RONE: You don't want to necessarily associate
yourself with us.

MR. MacBAIN. At |east agree with you. Perhaps
one and two could even be conbined to say that, in effect,
let's find something that works first and then inplenment it.

The second point is that there's a difference now, at |east
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in the statute, between PACE, which is part of the

mai nstream Medi care+Choi ce program and the other two
prograns. Because of that, | think we may want to | ook at
themdifferently.

In the case of Evercare and S/HMOs, these are
still experinents and it would nmake sense, in terns of
trying an experinment or trying a variety of experinents, to
have the paynent rates reflect that experinental nature. So
tying rates to the prograns nakes sonme sense in that
cont ext .

On the other hand, with PACE, as now as part of
the mainstream to pay differently for a PACE beneficiary
because that person is in a PACE program as opposed to being
in a Medicare+Choi ce program sonewhere el se rai ses sonme
i ssues that go along with recomendati on three about trying
to pay on the characteristics of the beneficiary.

Having said that, we need to recall that there
already is a risk adjuster in place for PACE for frai
el derly, so the question is not do we risk adjust, but is
that particular risk adjuster appropriate. |If so, should
that be the sane risk adjuster for other people who neet the

sane criteria in other Mdicare+Choice plans, or do we do
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nothing for a while until | find a way that works better.

But | am concerned now that if we paid everyone
who neets -- if we paid every plan who enroll ed people who
meet PACE criteria the sane way that we pay PACE plans, it
woul d certainly encourage the devel opnment of nore PACE
pl ans, which is, as Jack said, |I think it would, and al so,
| ooks a bit nore fair in the sense of having the sane
paynment rate for beneficiaries through two different
mai nstream prograns and recogni zes that PACE is no | onger an
experinmental programbut now is incorporated into the fabric
of Medi car e+Choi ce.

DR. WLENSKY: Is that what you're reconmendi ng,
Jack?

M5. THOVAS. Can | just junmp in and clarify for a
m nute? These distinctions are inportant, | agree with you.

PACE is a mai nstream program but it is separate from

Medi care+Choice. S/HMOis on the verge of becomng a

Medi car e+Choi ce option. So HCFA is directed to conme up with
a plan for making S/HMO a permanent option under the
framewor k of Medi care+Choice. And as you point out
correctly, Evercare is primarily a denonstration, although

it is also a subcontractor to Medi care+Choice plan. So
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these are inportant differences.

DR. RONE: We've been getting a lot of mail. W
get letters and that's fine and good. | think at this point
in the discussion, | would find it infornmative to get the

staff's perspective on S/HVD vis-a-vis PACE vis-a-vis both
sort of mgrating together in our decision-making versus how
different is S/HMO than traditional

DR. WLENSKY: W have several other people who
would i ke to --

DR RONE: O if some other comm ssioner is
prepared to provide that.

DR. WLENSKY: At sone point, we nmay go through
t hese comments. The issue that has been raised in a nunber
of these letters, but also by inplication with
recommendation three, is what, if anything, are we inplying
in the short-termfor people who | ook sort of like, nore or
| ess |like, exactly like individuals who are in PACE or
S/HMOs or Evercare, but not in an identifiable exception.

What are we suggesting we do, if anything, and is
that sonmething we feel uneasy about. W' ve already
identified that ultimately we think it ought to be the

beneficiary and not the plan, but here we are about to nake
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a specific recommendati on.

DR. CURRERI: | think this is aterrific chapter
and | conplinent you on that. | have one editorial coment,
| think, that bothered ne a good deal relating to this
section of the chapter and it's a small thing, but | think
inportant, and that is in your summary and then agai n when
you introduce this section on Page 12, you refer to the fact
that the risk adjustnment methods are currently not
appropriate for the frail elderly, and this occurs several
tinmes.

| kept thinking, | was trying to read this as a
person who hadn't seen the chapter before and | kept
worrying all the time about where is the docunentation for
this. W don't get to it until you get to Page 15 and Tabl e
F-4, which are terrific.

| wonder if there would be sone way either you
could nove Table F-4 up in the chapter so that we're not
worryi ng about whether this is a true statenent or not, or
whet her you could say, to be discussed | ater on Page 15, or
sonet hi ng, because | found nyself worrying so nuch about
that | was forgetting to get the other things in.

| think a reader who has not a whole | ot of pre-
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know edge about this would have the sanme problem

DR NEWHOUSE: |I'd like to push us in a
fundamental ly different direction. As | read this chapter,
what it says is that there are subgroups in the Mdicare
popul ati on and nost particular the frail elderly, but then
there are sonme nore stuff in the G uenberg and Pope papers
that were delivered last time, for which the current system
or even the current systemwth diagnosis in it msses
badl y.

Bill pointed to Table F-4. Sarah has a table --
maybe | should say Tinml Sarah -- F-7 where the frail in
comunities spend $13,000 a year, the average is four. The
nur si ng hone popul ati on spends nine, the average is four.
Vell, these aren't tiny differences.

Judgi ng fromthe Pope and the G uenberg stuff
adding the PIP/DCGs or the HCCs to this, it's not going to
much affect matters. F-4 on ADLs shows that there's
problenms with people that are severely Iimted in ADLs.
There's big msses with the current system

There's tal k about survey neasures, but if we
t hi nk we have inplenentation problens with the di agnosis

stuff, the survey stuff seens to nme worse. | nean, | can
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i magi ne potentially some third party doing functional
status, although that isn't going to be cheap, but self-
rated health status, presumably, sonme non-trivial fraction
of this population is denented. What are we doing here?

To me, | think nore this is a manifestation of a
nore general problemwhich you always are going to be able
to go through the Medicare popul ation and pick out defined
subgroups for which risk adjustnent, as we're currently
t hi nki ng about it, is going to mss by non-trivial anounts.

So to ne, this is an even stronger argunent for
partial capitation which, if the frail in community are
using $13,000 worth of services, we'll at |east make up sone
of that difference with billing on partly a fee-for-service
basis. | don't think, if we postpone for a year or at |east
a year that we're ever going to be there with the route
we' re going down for these popul ations.

These nunbers just seemto be clear to nme on that
point. | would |like to see a recomendation that encouraged
the use of partial capitation in particular for these
popul ations, although I would do it nore generally for the
Medi car e+Choi ce popul ation as wel|.

MR GREENE: W had a recommendation in that
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direction in our last round and the general feeling of the
conmi ssion at that point was away from partial capitation.

DR. NEWHOUSE: It was? | don't renenber that.

M5. THOVAS: Peter brought up the point of the
non- Medi care benefits and how to price them

DR. NEWHOUSE: Just do it on the Medicare benefits
then. | nmean, the non-Medicare benefits seemto nme -- but |
can't imagine that -- we're always going to be | ooking at
nunbers like this and we're going to say it's not good.

DR. WLENSKY: | don't have a problemif we want
to regard this as a particular exanple as a general issue
with regard to desirability of partial capitation. | don't
see it as responding to sone of the concerns that are raised
here, in part because of what ny own views have been of the
mx that | would feel confortable with in terns of
capitation versus the direct spending reflection.

So | think a lot of these issues of, does it nmake
sense to think about special adjusters for clearly-
identified populations that are in special prograns for
whi ch you have different eligibility criteria, which | would
regard at | east PACE as sonething that neets that.

Now, it may be -- and |I've heard sonetinmes when
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you di scuss partial capitation nunbers |ike 50-50 or
sonething like that. Wwen | think personally for ny confort
level wwth partial capitation, I'"'mmuch nore likely to be in
the 80-20 world, recogni zing the val ue of having actua
expendi tures be a conponent, but not feeling a confort |evel
of wanting to nove in general at |least that far away from
capitation.

So while | would agree with the thrust of part of
what you are saying, that it is hard to i magine a good
adj uster that won't | eave us feeling uneasy because of these
wild differentials, we've not had a | ot of discussion about
what we're thinking about, and that would at |east |eaves ne
uneasy about what that inplies for the role of partial
capitation or the role of existing expenditures and their
i nportance in Medicare in general.

So either we have to be nuch nore explicit about
what wei ght goes to the capitation and what wei ght goes to
t he --

DR. RONE: Are there any nodels of denonstrations
that provide us --

DR. WLENSKY: Not that I'm aware of.

DR. NEWHOUSE: There are sone sinul ati ons, but
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that's all, because it hasn't been tried.

DR. WLENSKY: As | say, | personally have a high
confort level with 80-20. | amvery uneasy about this 50-50
notion and that nakes a huge difference.

M5. ROSENBLATT: Recommendation two is saying
study different ways of doing it. WMaybe we can add parti al
capitation to recommendation two without attenpting to be so
explicit now and say do this.

DR. NEWHOUSE: | think that's fine, but if we | ook
at what's before us, basically you can exploit the
i nformati on on diagnosis, which is the route that HCFA is
trying to go. You can potentially exploit survey-based
i nformati on, neaning functional status or self-rated health
stat us.

Then what are you left with? There aren't really
other things on the table to do. So what do we nean when
we're going to study it? And then there's big practical
probl ens because whil e you' re shaki ng your head about the
survey stuff, we're doing that. So what are we left with?
| mean, | just can't imagi ne what we're tal ki ng about when
we tal k about another adjuster.

DR. LAVE: There was a question that was raised
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and that is, are we tal king about -- and we being, | guess,
each of us individually, using this applier to everybody or
to the people in these prograns? | guess ny feeling was
that I was tal king about themfor using themw th specific
progranms, and |I'll have to say |I'mthinking about

particul arly PACE and Evercare.

Now, PACE does have sone requirenents to get into
PACE. To get into PACE, as | understand it, you have to be
certified to be nursing hone eligible. So this is sonething
that isn't just sort of a random person comng in. They do
have sonebody who has conme in and whether or not they do it
wel |l or whether they do it badly, this person in this
program has been cl assified as sonmebody who coul d be
potentially in a nursing hone.

The people in Evercare are in a nursing honme, so
they clearly are there. And one of the problens | think
with -- that you may want to think about themdifferently
and how bad the nursing honme -- the current adjusters is
that that programis designed explicitly to keep peopl e out
of the hospital, even nore so, | think, than the traditional
ri sk adj ust nents.

| nmean, they have people in there watching peopl e,



26

bringing services into the hone. It's very different from

| think, the way that you would treat a community-based
program | feel |I'mnore unconfortable about the S/ HMO
program because as | understand it, it doesn't deal so much
with a particular population as wwth a different set of
benefits and it's not clear to ne why sone of the benefits
that they talk about with your geriatric assessnents are not
things that, in fact, traditional HVMOs ought not to be

devel oping for handling the patients who are enrolled in

t hat .

M5. NEWPORT: They have them

DR. LAVE: That's why I find the breakdown between
the S/HMO and the HVO different because sone of the
particul ar benefits are benefits that you would think, as
Jan just pointed out, sonme of the HM3s have devel oped in the
context of their organization.

So ny sense is that PACE and Evercare are really
different and they have been defined in a way that nakes
themextraordinarily distinct. | guess the questionis, in
the short termuntil we figure out how to handle this
program is that sonmething we want to have done. |If we get

it wong, it's not going to cost a |lot of noney for those
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particul ar targeted prograns.

So | guess that | think that we're not talking
about using this adjuster for everybody in Medicare because
we don't have everybody in Medicare --

DR. NEWHOUSE: No, but the issue sits there for
everybody in Medicare. | nean, the nunbers that we're
| ooking at are based on the Medicare fee-for-service
popul ati on.

DR LAVE: | agree with you, but still, on the
ot her hand, we have these people who sonebody has cone up
and put a staple on their head and they have said -- now we
can go through and put a | abel on everybody el se's head, but
we don't have the technique for doing that. W have not got
a method for identifying PACE-equival ent people in an
operational sense for overall Medicare program

DR. ROAE: Are you saying that you think the third
recommendati on should say sonething |like, within the
speci ali zed plans we should |ink paynent to the beneficiary,
not to plan type? Are you concerned that that --

DR. NEWHOUSE: No, |'m concerned nore broadly.

"' mconcerned -- | nean, |'mhappy to have a recommendati on.

| agree with Judy's point that we' ve stanped these people
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and it's a small program Part of ne worries that if you
| ook at what's happened to the honme health industry, for
exanpl e, over the last 20 years, that's fundanentally
changed because | think largely because of Medicare policy.
| mean, 20 years ago, it was largely visiting
nurse associations and nowit's largely for-profit industry.
PACE is, we're taking 20 new PACE progranms a year under
current law and that's kind of Iow and | agree with what
bot h Jack and Judy said about not doing anything that would
put these people out of business. | think well of them and
| think we should --

DR. LAVE: Once we solve the problem then PACE
woul d get paid. Anybody in PACE with these characteristics
woul d get paid |ike anybody who | ooked |i ke PACE sone place
el se.

DR. NEWHOUSE: | guess ny initial reaction a year
ago to this was kind of let's just keep this boat going
along on the surface of the water and it's snmall potatoes
and we don't want to sink anything and so forth, but what
the nunbers say to ne is there's really actually a big
problemwith the entire programand that we're dramatically

under-paying -- | presune nost of these people are in
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traditional Medicare, but that the -- Lenny G uenberg has a
nunber in his paper that people -- that he wants to
di stingui sh, and he's got the nunbers to back it up, between
nursing hone certifiable people who are in nursing honmes in
a kind of stable way versus nursing hone people who are new
entrants, as he called them

The new entrants are 5.7 tinmes the average
spending. The stable people are nore like 1.4. Now, you
can't pay on kind of entry into nursing home or there would
be a huge incentive to go to a nursing honme. Again, partial
capitation is kind of noving part-way in that direction.

DR. RONE: Hi s assessnents show a 30 to 40 percent
under paynent even after you add sone of these additional
t hi ngs.

DR. NEWHOUSE: No, no, it's much worse than that
for this new entrant group. The diagnoses, | think, you're

under payi ng by a factor of four even with all the diagnosis

stuff.

DR. KEMPER A couple of coments on the parti al
capitation. |I'mvery synpathetic to putting that on the
agenda. | wouldn't think that these specialized programs is

the place to raise the issue, to sort of deal with the issue
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for the programas a whole, but | think it's certainly
sonet hing that would be inportant to have on the agenda for
next year.

| think in doing that, | think the substitution
issue is an issue that would have to be dealt w th because
these prograns are, at their very core is the notion of
substituting for Medicare-covered benefits other kinds of
services like adult day care and specialized physician
nmoni toring and so on.

It's a thorny issue, but | think that, too, is
sort of a detail --

DR. NEWHOUSE: That would fit a study-type
recomendation. That | could see studying for a year.

DR. KEMPER  Judy, | just wanted to make sure that
| understood what you were saying, so let ne try and restate
it. In the short run, these prograns need to be distinct
and have special adjusters and naybe the ones they have are
okay or maybe they need to be revised.

But in the long run, we want to pay for the
i ndi vidual so that once after the -- assum ng we can get
sonething that deals with these functional differences --

DR. LAVE: You've put that perfectly.
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we get the encounter data in, whenever that may be, that
woul d be the tinme to put in -- to have this be part of it.

DR. LAVE: | agree with the philosophy that you
want the noney to follow the person regardl ess of where they
go. | guess | was reacting to the one-year postponenent
because ny sense is that this problemfor this populationis
nmore conplicated because you' ve focused it, but you're not
going to solve it in one year.

So | objected to sort of in one year and then
we're going to study it and we're going to do sonething. M
sense would be that | would prefer us as a comm ssion to
say, we don't think we can solve the problemfor these
special prograns with your identifiable people who have been
stanped on the head with sonething or other and that we
can't solve this.

This is where we want to go.

DR. KEMPER In the short run?

DR. LAVE: In the short run. And by the short
run, | say a year. | mean, that's basically it. Janet, ny
sense of this statenent was that we were dealing primarily

wi th these special prograns, not for the programas a whole.
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DR. KEMPER | had one other point, if I could
before | lose the floor. | think there's a fundanental
confusion here about the disability neasurenent, the ADL
measurenent, and | think it's inportant to clarify it in the
docunent, but nore inportantly in our thinking.

That is, they seemto be treated as -- and this is
correct -- as health status neasures and possi bly survey
measures. But | think that they are used a | ot nore
clinically than sort of the health status neasures. Let ne
just give two exanpl es.

One kind of health status neasure is, do you
consi der yourself in excellent, fair, good, or poor health,
and that's asked of individuals, it's a survey question, and
| think quite subjective and subject to manipul ati on.

ADLs are questions |like, can the patient feed him
or herself w thout assistance. Now, that is also a question
t hat has sonme judgnent involved init, but it's a nuch nore
obj ective question. It's one that can be asked of a
clinician and a clinical judgnent nade about it.

DR. NEWHOUSE: And you could imagine auditing it.

DR. KEMPER: And you could imagine, while it's

transitory, potentially, and there are all sorts of
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probl enms, you could imagine auditing it. So | think the
functional limtations or ADLs ought to be thought of
differently fromsurvey data and sone other kinds of health
status neasures.

In that, they are used for nursing hone
certification. You can say PACE-eligibles or nursing honme
certified. Well, those are the kinds of things that are
determ ners of nursing hone certifiable. Correct ne, Jack,
but 1 think physicians use ADLs.

DR. ROAE: And | ADLs.

DR. KEMPER: And IADLs. So | think if we thought
of these as part of encounter data or potentially part of
encounter data, that would strengthen the thinking about
this and at least be a line toward a potentially feasible
way of dealing with this inportant group.

My feeling is, if it's used |Iike diagnoses are
used in paynment, in the risk adjustnment, reporting systens
can be developed to include it in them For one thing, if
you | ook at the table on the frail population, at |east half
the population is already getting a service, the paynent for
which is based on ADLs or will be based on ADLs, hone

health, rehab, and the SNFs. All of those paynents already
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use ADLs, so it should be in the records in some form or
anot her .

DR. NEWHOUSE: How do we use ADLs?

DR. KEMPER Well, SNFs. Honme care wll,
presunme, once the prospective paynent goes into place.

DR. NEWHOUSE: W have different expectations
about when that m ght happen.

DR KEMPER Right. But |I'mjust saying that that
W Il necessarily, | think, be based on ADLs to sone extent.

MR. MacBAIN. Another | ook at that partial
capitation. It's ny inpression that wth these prograns,
we're dealing wwth a relatively small enroll nent per plan or
per program and | think a fairly high variance anong the
enrol | ees, which makes capitation a poor sol ution.

You can aneliorate that by a blend of reduced
capitation and heavily discounted fees to the extent that
it's not as bad a predictor, and that gets ne back to the
gquestion of, what's the purpose of capitating these prograns
anyway. Is it to save noney or is it to give them
flexibility to use capitated dollars to do other things such
as finance the fixed costs of a PACE day care facility.

If it's the latter, then a partial capitation al so



35

offers the opportunity to do that and at the sane tine
actually protects the fixed cost investnent from being
eroded by high variable costs due to the variance and the
unpredictability of a small enroll nent.

So | think there's a lot to recomend it and |
tend to lean nore in the direction of a broader mx. |
don't know if 50-50 is the right mx and it may have to do
with the size of the enrolled population, but | think you
want to | ook at the variance of that popul ation and use that
to try to gauge how nuch do you really want to put on a
capitated basis and how nuch do you want to treat as fees.

DR. WLENSKY: In this particular area, | am not
unconfortable with 50-50 because of the high averages. 1'd
be very unconfortable nmaking a recommendation to 50-50 for
t he general Medicare popul ation.

MR. MacBAIN. You're dealing with a smaller
vari ance there and | arger ends.

DR NEWHOUSE: 1'd think we'd want to have sone
pl anned variation or experinentation of the general
popul ation. | think your point is very good about the smal
popul ati on.

M5. NEWPORT: | think there's so nuch on the table
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here. In order to understand this better, | always do

di stingui sh between PACE and Evercare in the social HM3s,
and | think that's sound in one way, but | guess to back up
to risk adjustment in ternms of what's happening in

Medi car e+Choi ce, where sone of these functional issues fal
is nore on the outpatient side. Everyone across the board
under Medi care+Choice is struggling with what that data
collection wll look |ike.

It seens to nme, though, that this criteria falls
very neatly into outpatient ADLs and all of the rest. It is
a part of a diagnosis effort. So | think that where | would
go with this is that we have experience with social HM3>s in
sone areas where they are and they have sonewhat uni que
benefits, but in sone ways, that's driven the nanaged care
plans that are already in those areas to do sim /|l ar things.

So there's been a sort of benefit on the non-
social HMO plans to conme up with sonme nore uni que ways of
managi ng care in these areas. So sone of these benefits are
not uni que anynore to social HMOs, but it does say to ne
that this denonstration has proven that there is value in
expanding the benefits a little nore dynamcally and a

l[ittle nore on point with what the frail elderly need, and
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we need to be a little nore consistent there to not
institutionalize what we've denonstrated works as sonething
speci al that should just be in site specific places, which
think we've all acknow edged.

So what I'm|looking at is that in sone part, when
you establish a paynent for these folks, | think we have a
basis here for going forward that nay be enbedded in what
the data gathering will be anyway on the Mdi care+Choice
si de.

It seens then where | link this upis that if it
works, it shouldn't necessarily be site-specific in that
okay, you're in this site, so you get X plus Y and that's
your paynent. |If you are that person, we are, in effect,
with risk adjustnment putting a value on everybody. It
doesn't matter. Everyone's going to have that.

So we're just talking about a different level risk
adj ust nrent sone place. Then the Evercare and the PACE, they
are small prograns. Maybe they need to be nurtured a little
nore. W need to be a little nore adroit in how we | ook at
those and | et these go forward and encourage them

But | guess | always back up to, at one level, if

peopl e nove around, which they do, the value should transfer
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with them That's consistent with what we've said risk
adjustnment is all about. So I'mjust trying to struggle
with this, understanding the needs to encourage these
things, but also let's also recognize at sone baseline
they're very simlar in what we're trying to do for
identifying and paying appropriately for their needs. |
went around in a big circle.

MS. ROSENBLATT: |'m concerned by what |'ve heard,
that given the short tine frane for getting the report out
that at least | don't feel right now that we' ve got
consensus anong the conmm ssioners and |'mgoing to make a
suggestion that nmaybe the staff take a shot at altering the
recomendations and bring it back to us this afternoon.

|"'mgoing to recommend sort of a conpromse. |'m

heari ng Joe speak very strongly about partial capitation.

don't have problens with that. | do have problenms with the
timng. |'mreal concerned about doing anything
for 1/1/2000 because of Y2K problenms. | just think there's

enough Y2K problem out there that that's going to require
new adm nistrations. So |'mconfortable --
DR. NEWHOUSE: | hadn't spoken to tim ng.

M5. ROSENBLATT: |'mconfortable with
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recommendati on one, delay one year. That gets us

past 1/1/2000. |[|'mgoing to again say maybe addi ng

sonmet hing to recomendati on two, that consider using this
popul ati on as an experinmentation for sonmething |like parti al
capitation so you get it in there and expand recommendati on
two that way.

Then | eave recomendati on three again subject to
| ooki ng at nunber seven.

DR KEMPER | think this population is not a good
popul ation to experinment with partial capitation on because
| think it's a full programissue and we ought to be
experinmenting on the full program | nean, the frai
elderly are not rare in the Medicare popul ation as a whol e.

These progranms have all kinds of special features which
make it difficult to do partial capitation, because they're
designed with the objective of dealing with flexibility.

So it's not a small issue to experinment with that.

That's not to say | don't think partial capitationis a
good idea. It's just not the place | would start.

DR. NEWHOUSE: Well, wait. Not the place you
woul d start if you were going to run a fornmal experinment of

different m xes you nmean?



40

DR. KEMPER Right. That's what | nean, yes.

DR ROAE: | think that the inportant thing, there
are two approaches to this we're not hearing. Wat's
inportant here is the patients or the concept of partial
capitation. W need to devel op flexible approaches to
trying to find better fits to paying for the services for
these nultiple inpaired frail people. [|'mopen to anything
that will do better than what we're doing.

That's nmy focus. |If our focus is theoretically as
health care econom sts or policy wonks or whatever, the
concept of partial capitation and where the best place to
start it or test it out, that's a very different approach.
| think just because you mght try it here as one of a
flexible mx of approaches to try to cover these
beneficiaries doesn't necessarily nean that you have to
extend it to other kinds of things.

DR. NEVWHOUSE: | was starting fromyour first
concern. | think the second issue cane up because of the
i ssue of how partial is partial.

DR. RONE: Gail sounds like -- and | woul d support
this very strongly, that partial is very different in this

popul ation than in the very nmuch larger, |less variable
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popul ati on.

DR. LAVE: | just was wondering whether or not --
one of the things that cane out of this discussion -- |I'm
willing to back off on the recomrendati on nunber one.
sonetinmes sort of like to say what | nean and if we think
it's going to be nore than --

DR. NEWHOUSE: | thought we said at |east one
year.

DR. LAVE: Anyway, the issue that we have not
tal ked about here in the recommendations, which | think

heard com ng around the table is that we ought to consider

addi ng onto encounter data ADL information. | nmean, | don't
know. | heard a nunber of people around the table nention
t hat .

If we are going to start using functional status
as part of the risk adjustnent systemdown the road, and if
one thinks that that's where one is going, then it strikes
me that as people plan the information on the encounter
data, that they're going to be including it, that it's sort
of silly not to think ahead, but what is the information
that is going to be needed on the encounter data to do these

ki nds of risk adjustnents down the road.
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If there is a sense that we're going to need
functional status, | don't know why we want to have
everybody devel op huge adm nistrative systens and reporting
systens and fornms and not have peopl e think about this.

DR NEWHOUSE: | think that's right, but there is
a difference in the data between hands-on functional
assi stance and just needs assistance that Lenny G uenberg
and this chapter makes. So it's beyond functional status.
You need to distinguish those.

DR. LAVE: | guess when we're | ooking at the
di fferences and we're thinking about what it is that you're
going to be requesting has to do in order to nmake this work,
gi ven the discussions that we're having, is there anything
in our state of know edge at the nmonent that would | ead us
to suggest that these are the things that plans ought to be
consi dering or HCFA ought to be considering to have
encounter forns so four years fromnow, oh, we can't do that
because we don't have the data and we know it's so
i nportant.

M5. THOVAS. Can | junp in? As you recall, under
the new risk adjustnent systemthere's a need to

restandardi ze the rate book for the diagnoses in fee-for-
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service? Wll, the problemw th going to any kind of data
itemthat's not in the existing data set is that you need
that for fee-for-service at the county level. So not only
woul d you need to collect encounter data from plans, but
you' d have to sonmehow get it fromfee-for-service as |long as
the rate book is in its current format.

DR LAVE: But as long as we're thinking about
long term aren't we just going to have ourselves in a
situation where we're not going to --

M5. THOVAS: | did want to make it clear that it's
not sinply a question of encounter data fromplans. You
need to sonmehow go to fee-for-service to get it right.

DR. WLENSKY: At this point, the nost we could
say to HCFA is that this is an issue that we see com ng and
when we think about the data elenents, let's start thinking
now. One of the areas where I'mgoing to constantly push us
is to say, whenever we consider adding, we consider what
we're going to take off to keep the overall burden at | east
no greater if not try to find ways to | essen, because the
tendency is every tine you stunble on a new problem you say
everything we've ever asked for and now ask for this, too,

as opposed to trying to do sone kind of zero base.
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MR. MacBAIN. To get back to Alice' s proposal
which | like, let's see if we can agree on recommendi ng - -
agree on postponing for at least a year, in fact, encourage
further postponenent exploration of partial capitation or
capitation based on ADL adjustnents or both or sonething
el se and hold off inplenentation until we have enough
information fromthose studies to try to determ ne what's
best .

So put one and two together into one
reconmmendati on, essentially saying delay, |ook at these
things, figure out what's best, and then go ahead.

DR. WLENSKY: | don't know whether we've
addressed this third issue and what it neans for the short
run for prograns that are not these three thus far
identifiable prograns as to what, if anything, that suggests
in the short termfor people who are frail elderly who are
not part of this world and whether or not -- | nean, that's,
for exanple, an area where we m ght want to recomrend
consideration of partial capitation until we know nore about
what we're doi ng.

| think there is a clear sense of concern that

there are a lot of frail elderly who are not in these
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prograns and that while we're protecting these prograns,
which | agree with, it is not in any way responding to the
third bullet which is, we need to do sonething to

acknowl edge that it's the person and not the plan that is
rai sing the concern.

So I'mjut alittle bit uneasy about what, if
anyt hing, are we saying or inplying.

DR. LAVE: Isn't that where two | eads us? Once we
can do it, we get to three and then | guess in three is also
where if you do the partial capitation, it would follow al so
into three, although |I think that we've agreed that the
i ssues are somewhat different when you're tal king about non-
standard Medicare. |It's a problemthat has to be addressed
i n desi gni ng.

MR. MacBAIN. | think once it's resolved, if |I'm
running a Medi care plan, enrolling people for whom | receive
considerably | ess than a PACE plan across town that is no
| onger an experinent but is now ny conpetitor, | think
that's a problem But | don't think it's sonmething we can
resolve until we figure out what's going to work for paying
the PACE plan in the first place and then we can take a | ook

and see can we build on that to try to generalize the nodel.
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But let's start with a specific nodel that we've got sone
under st andi ng about, figure out how to pay them and then
see if we can generali ze.

DR. CURRERI: Because you have a PACE conpetitor
across town you quickly build a PACE

MR. MacBAIN. Dependi ng on what the paynent is
like.

DR. NEWHOUSE: No, there's a limtation on how
many new PACE plans there can be nationally per year.

MR. MacBAIN. O you could build sonething like it
and if the paynent rate is consistent across all plans, then
the distinction between PACE and the Medi care+Choi ce pl an
goes away.

DR. NEWHOUSE: If it's consistent, sure.

DR KEMPER Is this a long-run recomrendati on or
is this an --

DR. WLENSKY: That's really what |I'm concerned
about, is that what are we inplying in the short ternf I
think in the long term we want to do sonethi ng that
acknow edges frail elderly wherever they are, whether
they're in the currently designated progranms or not. But in

the neanwhile, are we left with we don't know what to do
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with the frail elderly who are not in these prograns and
until we can figure out, we don't know what to do with thenf
DR. NEWHOUSE: | don't think there's anything to
do in the short-run
DR. WLENSKY: Are we explicitly saying that this
is anong the nore inportant groups to try to consider
partial capitation?

DR. NEWHOUSE: That's what these nunbers say to

MR. MacBAIN. | think it's consistent with our
di scussion of quality and care at the end of life. It also
fits in with other parts of this report to say this is a
popul ation that --

DR. WLENSKY: W have not been explicit about
that. It is consistent with the third bullet, but if we
think that at least in the internediate termthat the frail
el derly who are not part of these prograns are a
particularly appropriate place to think about partial
capitation, we ought to say it.

DR. LAVE: Does it make sense to think about
partial capitation in terns of one group? | guess if you're

going to nove towards partial capitation, do you want to
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nove for everybody or only for the frail elderly?

DR. NEWHOUSE: But | don't think we know the
information to answer that.

DR. WLENSKY: The answer is you can't inplenent
it for everybody in the short run, is what |'m hearing back
from Sarah because you don't have a way to base the county
rate unl ess you just want to assume, which | can i magine
that HCFA would not |ike to assune, that the distribution of
functional status is simlar across counties.

DR. KEMPER  The issue you raised about the
difficulty and reliability of functional status,
informati on, those are the source of points that the HCFA
anal ysts have pointed out.

MR. MacBAIN. |I'mwth Peter. | think functiona
status is in a different category than self-rated health
status. In fact another thing you mght want to do --

DR ROAE: In fact the differences are, for those
of you -- as many of you probably are aware, this difference
is particularly striking for older wonen, that self-rated
health status is better than functional status.

DR. NEWHOUSE: That isn't good news.

DR. ROAE: So that people have a nunber of ADLs
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that are out and | ADLs are out and they really | ook inpaired
and they're nultiply inpaired and dysfunctional. You ask
themto rate their health and they call it good.

DR. NEWHOUSE: Oh, but the question is, does that
better predict the spending?

DR ROAE: | don't know that. But I'mjust saying
that these things are not as closely yoked or tethered as
one woul d expect.

DR. W LENSKY: Wy don't we take Alice's
suggestion and postpone any further in this discussion until
we can see your attenpt to bring --

DR NEWHOUSE: Do we want to postpone seven, too?

DR. W LENSKY: Well, we have not tal ked about
seven and | don't know whether --

M5. THOVAS: Do you want to zip through the other
recommendations? | think the next set, unless |I'm w ong,
are pretty zipable.

DR. WLENSKY: |It's seven that's the problem

MS. ROSENBLATT: Can | just make one conmment and
it's a quick cooment about the first one up there? The text
-- I"'msorry. Forget it, sorry.

DR. NEWHOUSE: Let nme say sonmething. | think
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there is a real issue with the self-rated health status as a
neasure ever

DR ROAE: It doesn't work.

DR. NEWHOUSE: Well, | don't know how to audit it,
| think it's potentially manipul atable, | nean, as opposed

to functional status.

DR RONE: | would say the foll ow ng based on ny
understanding of the literature. It is not linked to
function very well. | can't tell you anything about its

I inkage to health care costs, but it is, in fact, one of the
best predictors --

DR. NEWHOUSE: It predicts, it predicts.

DR ROAE: It predicts nortality very well.

DR. NEWHOUSE: It predicts spending, too. | stil
don't think one can -- particularly for this population. |
mean, it's one thing to talk about the healthy 65 to 69-
year-olds, but this is the frail elderly.

DR CURRERI: Plus it's hard to [inaudible] --

DR. NEWHOUSE: That's one reason | don't know how
we would do it. As | say, for the denented popul ati on.
don't know what we do for that.

M5. THOVAS: | have just a couple of things |



51

wanted to say before you get into this issue. You nay keep
in the back of your mnds that different progranms my
warrant different approaches on this itemof including extra
benefits.

On the first bullet where only for the fee-for-
servi ce package is mandated is the Medi care+Choi ce nodel
t he nodel where additional benefits are required, but no
addi tional paynent. For Medicare follows is essentially the
PACE nodel where there's an expectation that this is a
program for dual eligibles and there is a snall group of
peopl e who pay the Medi care capitation anount privately, but
in general, nost of the people receive the other part of
their paynent from Medicare.

The third point is the way that S/HVM>s have been
organi zed in the past, and you'll want to think about
folding theminto Medicare+Choice and what the inplications
of that type of nmethod would be. S/ HMOs were not explicitly
reinbursed for all the additional benefits that they
provi ded, but there was a 5 percent increase on their base
paynment anount, which at the tine it was created that was
supposed to be 100 percent of the fee-for-service anmount, no

nmore. But, of course, that is no |longer a very hel pful way
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to think about it since the base paynent rates have gotten
far away fromthe fee-for-service anmounts in sone areas.

DR. NEWHOUSE: | found this a real dilemmua trying
to think through. | ultimately cane down on the first
option and the phrase that canme to mnd was the ol d phrase
out of Vi etnam about destroying the village to save it.

| f you got in a situation where the PACE plan or
what ever plan it was basically wasn't making it on the
paynment we had, and we know this paynent nethod is pretty
crude, then to sit there and insist that it had to provide
t hese other benefits if the alternative was it went out of
busi ness seened to ne to be the wong approach.

Now, in saying that, there is the obvious problem
that well, then it really isn't the PACE plan or whatever if
it gives up these extra benefits and that is why it was a
dilenma. But this was actually the sane kind of reasoning,
| think, that |ed Jack and Judy to say kind of keep this
smal | bark afl oat on the ocean.

| would go with one, | think the prograns, as we
know them would try to do that. | think this is their
raison d etre and that they're nostly conmtted to this kind

of nodel .
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M5. ROSENBLATT: Do we have to say anything?

DR. KEMPER. | agree with Joe on going with the
first one for two reasons. One, in the case of PACE, ny
sense is that the additional benefits inportantly cone, so
to speak, fromthe Medicaid part of the paynent rather than
the Medicare part of the paynent; that it's really the | ong-
termcare

DR. NEWHOUSE: But noney is fungible.

DR. KEMPER | understand that noney is fungible,
but that's the adult day care and the help with the
functional limtations and so on is inportantly for the
Medi caid. So that makes that different and in sonme ways
partly a state issue.

The other thing is, if we think of in the long run
extending to all Medicare+Choi ce beneficiaries sone of these
options, then I think I'd want to stick with just requiring
the standard fee-for-service option as sone part of it.

MR. MacBAIN. As | understand it, a PACE program
or a SSHVO is distinguished by what it does differently;
that it has sort of a genetic code that lets you identify
this is what it is. Doesn't recommendati on one sort of

renmove all that so that it doesn't have a uni que
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characteristic, it just has a unique rate of paynent?

Eventual | y, peopl e being people, aren't we likely
to see themcling to a unique rate of paynent, but not
necessarily provide the additional services that distinguish
it and qualify it for that unique rate of paynment? So |I'm
concerned about that. | think that there is an adjustnent
now i n place or various types of adjustnents in terns of how
these plans are paid because they have these uni que
identifying characteristics and those two ought to go
t oget her.

DR. NEWHOUSE: | suppose we could go to sonething
i ke an exceptions clause |ike we've done with the exenpts
and say it's kind of two, but if you're really in dire
financial straits, you can apply for sonme kind of exenpt
treat nent.

MR. MacBAIN. It's kind of |ike the Defense
Departnent buying an airplane and saying, well, if you
really can't produce it at this price without |eaving the
engi nes off, then you don't need the engines.

M5. NEWPORT: You can have two prograns that do
exactly the sane thing, one is |l osing noney, one isn't. So

you don't have an exception because they happen to be bad
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managers. You have to be consistent.

DR. LAVE: One of the questions that | have with
respect to PACE, how nuch of the additional noney
theoretically goes to PACE because they do different things
or how nmuch of the noney that goes to PACE is hi gher because
t hey have what they think would be a very expensive
popul ation in a fee-for-service setting?

M5. THOVAS: The 2.39 is based on an anal ysis of
what they would cost in fee-for-service.

DR. LAVE: See, | think that that noney -- there's
a different reason for the additional paynents in the
different settings.

DR. NEWHOUSE: But there's got to be big variance
around it.

DR. ROAE: Fromthe point of view of sonmebody who
tries to provide the care, the whole point here is that
prevent hospitalization and to use the noney that would be
spent on hospitalization to provide additional services to
peopl e who need them whi ch ot herwi se woul d not be covered or
available. | nean, that's the reason to do this.

DR CURRERI: So you would like option two.

DR. RONE: | nean, that's ny understandi ng of the
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rational e.

MR. MacBAIN. Sonebody said do we have to say
anything, and I'm not sure we do.

DR. LAVE: The higher paynent is not because of
nore servi ces.

DR. RONE: No, but the higher paynent is based on
the fact that these people with these characteristics have
that experience in the fee-for-service which is largely
driven by hospitalization, and the key to this programis
that it reduces hospitalization and frees up resources for
the provider to provide other services. | nean, | think
that's the idea.

DR. NEWHOUSE: That's the intent, yes.

DR. KEMPER  That neans option one is fine.

DR. CURRERI: No, it isn't fine, because you're
not going to get these people out of the hospital if you
don't provide those long termcare benefits. Non-Medicare
benefits are provided |Iike |unches and transportati on and so
forth.

DR. RONE: More social services and nore home care
and nore preventive care and what have you.

DR. KEMPER. But if | were a health plan and said
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| had to require additional benefits, then | woul d expect a
hi gher paynment for those additional benefits.

DR. CURRERI: You're getting a higher paynent.

DR. KEMPER But you're getting the higher paynent
because they're nost costly patients. You're getting the
hi gher paynment and then because you're an innovative
program you're nmaking the substitution of those paynents
fromhospital care to the adult day care and you're doing
the sanme thing on the Medicaid side.

DR. WLENSKY: | think whoever had suggested that
we be silent on this issue, | don't think we're ready to
make a recommendation. | think this is a serious issue and
we ought not force ourselves to cooment on this. | would be
glad to have us comment on it next year if we have tinme to
think of what it is we believe onit, but --

DR RONE: If we keep this up, we'll still be
tal king about it next year.

M5. ROSENBLATT: That al so says that
recommendation three needs to have sonme | anguage in it. |If
t he paynent follows the beneficiary and the beneficiary is
going fromone plan to another with different benefits, then

sayi ng that the paynent should be the same, | think, inplies
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nunber two.

DR. WLENSKY: O it could inmply nunber one. It
is consistent with either of them Again, it is consistent
with the two |ikely options and we haven't quite decided
where we are between those first two bullets.

M5. THOVAS: | do want to point out on this first
bull et on PACE enrol |l nment periods the association has made
inits conment letter the point that they believe that
peopl e i n Medi care+Choi ce plans should be able to disenrol
to PACE at any tine, but | hadn't explicitly put that on the
agenda for you, but it's background infornmation.

The second bullet is sonething that is in our
mandate to comment on. Last year, | think, staff made the
decision that we were going to wait to see what the results
of the denonstration were, but | did want to bring it back
to you in case you thought that those results are going to
be so late that you wanted to say sonethi ng about this
earlier.

DR. RONE: Do we know anyt hi ng about when those
results are going to be avail abl e?

M5. THOVAS: The denonstration hasn't started.

DR. ROVE: So not soon.
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DR. WLENSKY: Before we open it up, | am uneasy

wth the first bullet and its totally unqualified position.
| woul d have no qual ns about doing what we did for the

first bullet, which is to say at the present tinme, we are
not ready to inpose the sanme kind of enrollnment as we have.

So postponing the nove to annual enrollnment for a
m ni mum period of at | east a year or sonething is fine, but
| amuneasy with this sort of forever these people can just
nove in and out at wll.

DR KEMPER | strongly agree with that. At this
time or sonething.

DR. WLENSKY: | have it at this time, that's
fine.

MS. ROSENBLATT: Since that doesn't go in
until 2002, do we need to say sonething at all?

DR. WLENSKY: W really don't need to. | think
t hat whet her we want to consider sonething special for this
group is a perfectly legitimate issue, but if it's not a
current issue, we don't have to do it now and at the tinme, |
t hi nk we ought to think about --

DR. ROWNE: The conmm ssioners shoul d be aware that

one of the factors that influences enroll nent or



60

disenrollnment is related to the states' prograns in Medicaid
and how rich those prograns are and how many services are
avai |l abl e, and they vary trenendously fromstate to state,
and if a state reduces the Medicaid programcontent, all of
a sudden a PACE program becones nore attractive to people
who otherwi se didn't see nuch difference frombeing in a
PACE versus out of a PACE

So if you're in a state that has a rich array of
progranms, you don't really -- well, you' ve got Medicare and
you' ve got this Medicaid program so what's the val ue added
to being in PACE, and all of a sudden Medicaid becones |ess
attractive and everybody m grates.

So a lot of the enrollnent/disenroll nent pressures
are related to things that are not associated with the
beneficiary, per se.

DR. WLENSKY: It's really a question of -- |
mean, what we're tal king about is a nunber of nonths. |If
the state, sonetine during the year, nmade a change, then an
i ndi vi dual woul d have a chance to respond in a nunber of
mont hs thereafter. Again, | think at this point, if we
don't have to deal with it because it's not imrediately

relevant, that's fine. If we did, just to put in a
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t enporary postponenent as opposed to pernmanent.

M5. THOVAS: |Is it your preference where we've
t aken out recommendation seven to keep the discussion in the
chapter or does it nmake sense to elimnate it altogether?

DR. WLENSKY: | don't have a problemw th the
di scussi on.

M5. THOVAS:. Keep the discussion, but renove the
recommendat i on?

DR. W LENSKY: Right.

DR. LAVE: Were we supposed to have sone
information that woul d guide us on our decision with respect
to recommendati on nunber nine? | nmean, were we supposed to
have sonet hing, know edge about the potential for these
agencies? | nean, if one |ooked at the whole health stuff,
you may be kind of suggesting that there could be probl ens
wth for-profit entities. | don't know how we can say yes
or no.

DR. W LENSKY: Judy, | thought the issue that was
raised in the chapter, which | thought was very well placed,
is that we ought to have -- it ought to be criteria or
performance defined and the issue of what their tax

definition is ought not to nake the distinction. W ought
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to put in performance requirenments at whatever |evel we
want, but | would think at |east that that is a nmuch nore
rel evant distinction.

MR. MacBAIN. There's nore than a tax difference,
t hough. The opportunity for private enrollnent in a for-
profit is a very powerful notivator, both for good and for
ill, that does nmake it look in sonme ways a little different
froma not-for-profit, particularly if it's publicly traded.

VWile | agree wth recommendation nine, in ny
mnd, it's in the context of having resolved the first issue
of rational paynent rates that reflect the enrolled
popul ation so that you don't get a bad di sconnect between
what's being paid for and what's bei ng provided.

MR, SHEA: | had a simlar thought. | was
confortable with this, but when we decided not to decide the
guestion about benefits and what was going to be required,
it seenmed to ne nmaybe these things are really linked in the
same way that Bill's tal king about in terns of the adequacy
of the paynent rate.

| don't know how you resolve this, but | thought
the staff had a pretty sinple, straight-forward

recomendation in here which, all things being equal, nade
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sense.

DR. WLENSKY: | think at this point we are being
silent on this. Under the special prograns, the
requirenents are as they are with regard to what it is you
have to do in order to be PACE or Evercare.

DR. LAVE: W have to nake a recommendati on on
this, right?

DR. W LENSKY: W were asked to.

DR. KEMPER | guess ny question is, why are we
runni ng a denonstration of for-profit PACE prograns and
maki ng this recomendation at the sane tinme rather than
waiting until we see what we've |earned fromthat?

MR. MacBAIN: | took it because we were told we
had to nmake a recommendati on.

DR. KEMPER: Well, one recomendati on could be
wait until we see what the denonstration shows, which is
where | would cone down.

DR. LAVE: It is the |logical reconmendation given
t he denonstration

DR. WLENSKY: | don't have a problemin saying
that, although again, | guess | would at |east encourage the

notion that reliance on performance neasures rather than the
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for-profit or not-for-profit status seens to be a better way
to decide who you want to participate. | feel confortable
saying that in the absence of this information because --

M5. THOVAS:. Should we drop the recommendation for
now, but keep sone of the discussion in there again?

DR. KEMPER Do we have to make a recomrendati on
we have to conmment ?

DR. WLENSKY: W were asked to report back to the
Congr ess.

M5. THOVAS:. You are asked, but you can decide to
defer that.

DR. NEWHOUSE: |Is the recommendati on status quo
until you see the denonstration?

M5. THOVAS: Do you want to make a reconmendati on
at all or say that we're going to wait?

DR. W LENSKY: The recommendation is to wait unti
we have the results.

MR, MacBAIN. | think what | hear Gail saying is
that we recommend long-term the focus should be on
performance standards rather than corporate structure. W
want to see the results. Since there's a denonstration

proj ect going on anyway, let's see the results of it.
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DR. WLENSKY: Any further cooment? |'mgoing to
ask for any public comments before we nove to the next
session because it's a distinct topic.

MR. SHEA: Just on schedule here, you're going to
do the quality section next before --

DR. WLENSKY: Yes. Please identify yourself and
try to keep your comments short.

M5. CROTICA: Ella Crotica fromthe Anerican
Hospital Association. One of the things that | felt was
inportant that | didn't really hear discussed is the fact
that if you ook at just a short-term postponenent of
movenent to the standard ri sk adjustnent nethodol ogy, one of
the things that happens is you take prograns where an
alternative risk adjustnent has applied fully to their rates
and you nove theminto the transition under the broader-
based ri sk adjustnent.

So if you nmake that novenent anywhere within the
next five years, you're going from 100 percent of whatever
your risk adjuster is, if it's the 2.3 tinmes, and you're
going to perhaps 40 percent of the PIP/DCGtype risk
adj uster.

It's part of the problemthat's associated with
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what we do on the upside wth risk adjustment for plans that
are already identified as having high risk popul ati ons
because of the needs of the majority of plans whose risk
adjustnments will take them down.

That, | think, is an issue that is a very cross-
cutting issue both for these plans and for the 5 percent of
pl ans whose ri sk adjustnent scores would go up even under
the i nperfect type of nethodol ogy that we have in the
Pl P/ DCG.

M5. SMTH. Marcia Smth from Evercare. Just a
few qui ck comments here. Thank you very nuch for including
t he | anguage at | east one year because | think we were
feeling the sane way. W're not going to get to the fornula
in tinme.

| would Iike to bring up that at |east 30 percent
of our population is in non-denonstration projects, though,
and will grow as we continue to grow in Evercare. W wll
not be denonstration-based, and so the exenption of the
denos only does not solve the problem of what do we do with
the rest of the Evercare business, which is exactly the sane
as the Evercare nodel in the denonstrations.

The open enroll ment issue, exenpting PACE, | would
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submt to you that Evercare should be given a simlar
exenption. Enrolling only one nonth a year would first of
all deprive nursing hone residents of being able to enrol

in this programand receive this nore advanced primary care,
and al so because we lose a third of our population a year to
death, only having enroll nent once a year woul d cause the
dem se of the programjust because of attrition.

The partial capitation was very interesting. |
think that's the first time |I've heard that concept and it's
certainly one that would be interesting to explore. | do
agree with several nenbers of the conm ssion that capitation
does give us the flexibility to divert those dollars into
ot her uses.

So I would just be interested in finding out what
t he percentages woul d be and what benefit it would be, but
still need the capitation at sonme level to be able to do the
work that we do. Thank you

DR. W LENSKY: (Oobviously you' ve not heard nmany of
our sessions wth Professor Newhouse if you' ve escaped the
concept of partial capitation.

MR. CARLINER My nane is David Carliner. 1'ma

founder of Elder Health, which is an organi zati on whose
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mssion is to serve frail elderly, some of whomlive in
nursi ng honmes and sone of whomdon't. W understand the

i nportance of inplenenting a risk-based paynent system for
Medi care HMOs and we understand that the PIP systemreally
is just sort of a half of a quarter of a system but we need
to get started.

We're not here to tal k about the inadequacies of
it for a comrunity-based popul ation, but really wth respect
to the nursing hone population. | know you all have been
struggling with during this neeting identified popul ati ons
which clearly the systemis underpaying for, and the nursing
home popul ation, | believe, is a segnent of the popul ation
whi ch can definitely be identified and has sone uni que
factors which make it inportant to try and create sone
speci al exceptions for it.

Many peopl e have recogni zed, as HCFA itself, as
you' re discussing, is proposing a delay of the PIP system
for Evercare, and what we are asking for is that other
peopl e who join managed care prograns that are designed for
nursing home patients also be able to continue to be paid
under the current systemuntil a risk adjustnment system

whi ch does reflect the cost of nursing hone patients can be
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i npl enent ed.

There are a nunber of reasons why the PIP system
doesn't work for nursing hone patients. One of the biggest
issues is the one that Marcia just acknow edged which is the
death rate. So the whol e concept behind the PIP systemis
to prospectively identify a paynent based on past usage, and
when we have anal yzed our hospital adm ssions for our
nursi ng honme patients, what we find -- their adm ssion into
the hospital -- what we find is the people that fall into
the highest PIP rates also die typically within six nonths,
typically before there would be any increase in paynent for
t hose i ndi vi dual s.

And so, it really is a systemthat just doesn't
relate to the nursing home popul ation.

DR. WLENSKY: | actually agree or have great
synpathy with what you're raising. Wat is unclear to ne is
whet her you have specific inplenmentation suggestions that
ei ther we consider or that HCFA considers and perhaps you've
shared themw th our staff.

MR. CARLINER  Yes, thank you very nmuch. The
speci fic suggestion that we have is that until the full DCG

HCC system can be inpl enented or whatever equival ent system
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woul d be inpl enented, that people who join a nanaged care
programwhile living in a nursing honme be paid under the
current paynent system as opposed to under the PIP

The reason why | suggest that is, if an individual
l[iving in a nursing hone determnes that they want to join a
managed care program they're doing that because there's
sonet hi ng speci al about that program

So those are all data el enents that HCFA
absolutely can identify today, that there are no | ogisti cal
probl ens being able to identify who those people are, and
fromthe perspective of are they really getting a
speci alized program you're allowi ng the Medicare
beneficiary and their famly to determ ne that.

DR. NEWHOUSE: So one variant or another idea that
|'ve tal ked about in sone of ny papers that is not nutually
exclusive with partial capitation but would go along the
spirit would be to say to a plan that you coul d designate
sone percentage of your beneficiaries to be reinbursed under
tradi tional Medicare, period.

| nmean, nmaybe 5 percent or sonething. Now, that
may not cover -- there's the problemthat sonme plan may

have 10 percent nursing honme patients, sonme may have only 1
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percent nursing hone patients, but this issue goes beyond
nursi ng home patients, | nean, potentially say a termnally
ill patient, this would be advantageous to a plan to do it
in that case.

You'd do this kind of in advance. Now, whether
you do it annually, whether you do it nonthly, | haven't
t hought through, or quarterly, but there would be sone
percentage you could, in effect, cede over to traditional
Medi care and take out from under capitation.

MR, CARLINER: That actually would not be a
hel pful solution in this particular case. The way that we
operate is we are a globally sub-capitated provider to an
HMO and what we do, as Marcia is describing in a very
simlar fashion is, we put trenendous resources into primary
care and prevention well in excess of what Medicare would
pay for under fee-for-service.

So, for exanple, we have a maxi num casel oad for
the nurse practitioners on our staff of 100 patients.
Medi care fee-for-service wouldn't support that.

DR. NEWHOUSE: | thought that's what you were
proposing. | thought you were proposing that for nursing

home certifiable patients, that Medicare fee-for-service
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MR. CARLINER: No, the current paynment nethodol ogy
that's in place for Medicare HMX>s is what |' m suggesting.

DR. WLENSKY: To the HMO itself?

MR. CARLINER To the extent that a patient |iving
in a nursing home has opted into that HMO while they are a
resi dent of that nursing hone.

DR. WLENSKY: Only for the person -- not for al
of the HMO s enrollees, but only for those enrollees who are
i n nursing hones?

MR. CARLINER: Correct.

DR. W LENSKY: Maybe we coul d have sone estinmate
about the nunbers invol ved.

DR. NEVWHOUSE: Well, I'mworried about noral
hazard on admtting --

MR. CARLINER If it's a question about how many
peopl e would that entail? W believe it's about 15,000 and
we coul d supply docunentation for that.

DR. NEWHOUSE: 1Is that nationally?

MR. CARLINER: Nationally about 15,000 people.

DR. W LENSKY: Wen our trusty staff is thinking

about what to bring back to us for consideration, why don't
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you take this also into regard. | know you've had
communi cations. Thank you.

MR. CARLI NER  Thank you very much.

DR. WLENSKY: Let us go to the quality assurance
in traditional Medicare.

M5. DOCTEUR  You can see | |earned at |east one
| esson fromlast nonth, in that I'mwearing black today, on
the first day. The chapter on influencing quality under
fee-for-service Medicare can be found behind Tab B of your
nmeeting material s.

Let me start out by just saying a few words about
t he chapter because it is an unusual one. This chapter
really is different fromother chapters in this report in
that it takes both a broader perspective and it,
particularly in the first half of the chapter, is at a
hi gher | evel of generality than sone of the other chapters.

| want to explain the underlying rationale for

that. You'll obviously tell me whether you like that or
hate it, but at |least you'll know why I was doing it that
way .

There were two things | was thinking about as I

wote this chapter. One is that | thought this chapter
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woul d provide a nice vehicle to capture sone of the thenes
t hat have energed in sonme of your discussions of quality
over the course of the past year, and sone of the things
that 1| was trying to capture were concerns about
conparability across managed care and fee-for-service and
our attention to quality, sone of the concerns about neeting
our objectives for quality assurance while at the sane tine
m ni m zing the burden on providers, and thenmes about
coordinating wth what's going on in the private sector.
There were sonme others, but in general, capturing
t henes of discussions was one issue. A second issue was
t houghts that it m ght be very helpful to staff as work on
quality issues progresses over the course of comng years to
be able to have a framework for analysis for future work.
So if you do agree that these are in general the
directions that you' re |looking for Medicare to proceed in,
for exanple, if we were to go ahead next year and say | ook
closely at the systenms for ensuring quality in SNFs, for
exanple, this would provide us a nice way to | ook and say,
well, how far are we fromneeting these things and is that
r easonabl e.

So with that lengthy introduction, |let nme be nuch
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nore brief in sumrarizing the recomendati ons as they exi st
now, and I'd Iike to just highlight how those
recommendations differ to the extent that they do fromthe
recommendati ons that you reviewed in your discussion |ast
month. You can follow along. The first page lists the
recommendat i ons.

The first recommendation relates to setting
program w de goals in Medicare for quality inprovenent.
Thi s recommendati on hasn't changed substantively, but | did
add specific exanples of goals that Medicare m ght adopt in
response to sonme of Jack Rowe's comments |ast tine.

The second recomrendation relates to inplenenting
conpar abl e and coordinated quality systens for fee-for-
servi ce and Medi care+Choi ce and the key change here from
last tine is adding the phrase, "to the extent possible," to
enphasi ze that conparability and coordination should be a
general goal, but you want to | ook cl osely because it m ght
not al ways be either feasible or desirable to have fully
consi stent systens.

The next recommendation di scusses Medicare's
wor ki ng with other stakehol ders to devel op and use comon,

core sets of quality neasures. Here again, the underlying
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prem se is that Medicare, |ike other purchasers, is noving
to develop quality nmeasures and we want to enphasize that we
don't want to reinvent the wheel, we want to work with
others and try to mnimze the burden on providers here.

Again, this is the same recommendation from | ast
time, but |I tried to be nore explicit in the text and
provi de exanples in the recommendati on | anguage to
differentiate between quality inprovenent goals and neasures
for assessing the extent to which we're neeting those goal s.

The next recommendation relates to testing the use
of performance incentives, and this recommendati on actually
conbi nes two recomendati ons that you discussed |ast tine
and in previous neetings, talking about HCFA s use of
prudent purchasing techniques on the fee-for-service side
and the use of positive incentives for quality inprovenent,
the carrots versus sticks discussion that you hel d.

The next recommendation calls for using fee-for-
service Medicare quality inprovenent nethods that are used
by health plans and purchasers. Again, you discussed this
last tine relating to the use of best practices and al so
capturing the idea that HCFA should turn to both private

sector purchasers and health plans to try to find exanpl es
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of things that are working.

The next recomrendation relates to providing
consuner-oriented informati on for conparing both enroll nent
options and providers. Again, we acknow edge in the text
that HCFA is currently working to provi de geographic area
specific information on quality for use in conparing
enrol | mrent options and we note sone of the technical
constraints in doing so.

This calls for HCFA to | ook into what can be done
to devel op provider-specific performance information to aid
beneficiaries in making choi ces about their health care.
That's the summary.

DR. NEWHOUSE: Reaction?

DR. LAVE: | have a comment, the first of which
has to do with sort of, | think, that it nmakes nore sense to
tal k about traditional Medicare rather than fee-for-service
Medi care. There are a nunber of reasons, prinmarily because
nost of the problens that you di scussed have nothing to do
wi th the paynent system but have nore to do with sort of
the fact that you don't have control over providers and
provi der networks, which has nothing to do with the way that

things were paid. So | think that that's inportant.
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The other thing as | was reading the chapter, |
had al nost nore problens with the text than | had with the
recommendations, so |I'mnot going to say nmuch nore. But
think that | was concerned that nmany of the exanples that
you had for recomrendations did not nove us past what we
currently do, so it seened to ne it was very difficult to
make a recommendation to do what we currently do.

| was wondering, for many of these things, if we
ought to be nore economcal in terns of our recommendations
so that we have fewer recommendati ons that have nore
substance to them | did have a feeling that we're getting
into --

DR. ROANE: As a clinician, I"'mjust not going to
make it. | don't think that has any special significance,
but your CAT scan will be at 3:00 o' clock today.

[ Laught er. ]

DR. LAVE: | just want to point out that on
Page 12, our recommended policy reconmendati ons are the ones
that are currently in place and that's what generated that
particular cooment. W now do influenza and we now do
mammogram rates. So those were kind of ny generic conments.

MR. SHEA: One of ny reflections, after reading
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this and thinking about it alittle bit was what Judy was
just saying, but | ultimately canme to a very different
conclusion, which is, | thought this chapter serves us very
well at this tinme by pulling together a |ot of different
t hings and just working through all the different pieces of
sort of what's on the table or what's in play in regard to
qual ity inprovenent or neasurenment or consuner
accountability in regard to traditional Medicare.

Maybe there are sone specific things that we
shoul d be putting in here to push forward. | thought of a
coupl e of possible ones and then at the end it probably
wasn't new, this is probably just the right level, so |
actually liked it quite a bit.

| think just like the |last presentation and the
di scussion, this is really, really good stuff because if
Medi care doesn't sort of play a major role in the next
couple of years to work on quality, it will really, really
be a big problemin terns of any of the stuff that people in
the private purchasing side are trying to do.

DR. KEMPER | also |like the approach of I|aying
out the framework and in that sense, it is general and the

recommendations are very general, but | guess | agree with
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Judy, but maybe for next year it would be nice to go nore
one | evel down with nore specific recomendations.

| had a particular problemw th the recomendation
on Page 10. | think it's the third one and it also is the
one with influenza and manmography rates. | really didn't
understand it and | don't know whether it's a | anguage
probl em or just understanding, but all sites of care nade ne
t hi nk of sonething that could go across nursing hones and
hospi tal s and physicians' offices, whereas | don't think
that's really what | think you' re tal king about, sort of
popul ati on- based neasures that cut across the whole system

| found it a confusing recomendati on, so maybe
the way to say it is to just quality measures that can be
used to assess the care provided to the beneficiary
popul ati on as a whole, or sonething |like that, then across
each site of care. | think it's a |anguage comment, but |
found it confusing.

MR. MacBAIN. This may be a bit trivial, but
because of the MSA and private fee-for-service options under
Medi care+Choi ce, we really aren't just tal king about
traditional Medicare, to get back to Judy's point. The nobde

of paynment is the issue here and that these folks are not in
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organi zed systens the way that we think of managed care
systens, and so we need sone other way of trying to neasure
what ' s happeni ng.

So | would disagree. | think we need to focus on
it as fee-for-service and recognize that it applies not only
to the original Medicare structure, but also to the fee-for-
service options avail abl e under Medi care+Choi ce.

DR. LEVERS:. | think that the statenent that Judy
made in general | have no problemw th the generality, but |
think we tend to take sonme of that generality into our
recommendati ons, which we're not specific enough. You said
you don't want to put a burden on the providers, yet your
generality would |l et soneone say, well, MedPAC said do this,
and yet it could put that burden on it because it's so open-
ended. So | think you need to take a | ook at sone of those.

| have a nunber of things that I'lIl leave with
you, but | was concerned, on Page 5 in the paragraph before
establishing accountability for quality, where you talk
about the restrictions on Medicare such as a prohibition on
constraining beneficiary choice of provider and prohibition
on Medicare's interference with the practice of nedicine.

That's a big red flag. The public wants choice.
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We do not want a programwhich is going to interfere with
the patient/physical relationship. | don't think that's
what you nean because |l ater on you clarify sone of that, but
the way that's said is a huge red flag for the nedica
community, not only physicians, but other providers as well.
So | think you ought to take a | ook at that statenent.
That's just so broadly based that it just is inflanmatory.

In the recommendati on on Page 8, you tal k about
reducing errors, and | know that the National Patient Safety
Foundati on, which obviously was established by the AVA but
is not solely AMA, it involves a | arge nunber of peopl e,
they're tal king and using the term avoi dable errors because
errors are going to occur. Wat we want to do is correct
and be able to do sonething with avoi dable errors.

On the sane page, at the bottom of the page, you
use an exanple of, health plans m ght focus on the underuse
of anbul atory services, and you're using that in the context
of an error. To nme that's not an error, and we tal k about
changing things in here, about the QGs and @M Cs and their
focus and their focus on diabetes.

When | began reading and had to go back and take a

| ook and say, well, are you saying you want themto rechange
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their focus? | nmean, they pick six and then they pick the
ones which are very critical, so | think you need to
reexam ne whet her or not you're really tal king about
changi ng the whol e structure of organizations that are

al ready operational and prograns that are operational.

The ot her recommendati on on Page 10 where you talk
about other interested parties, that always bothers ne to be
t hat general because we should have a public/private
partnership. |1've said that probably every neeting, but
we're tal king about the forumwhich is not yet forned, it's
just still underway, and yet you've got AMAC, NC@, JCAHO
already with their PMCC, | think it's Performance Measure
Coordi nati on Council, which is already up and running and we
really don't refer to that at any point at all

So | think that that needs to be in the text or we
need to sonehow tal k about what we really nmean by that
because it's so broad that we're | eaving the door open
t remendousl y.

The ot her reconmendation you tal k about on
Page 13, the denbs and paynent, as Gil had said earlier, if
you're going to pay it, where's it comng from we're

tal ki ng about bonus noney and |I'm assumng that if we're
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going to pay bonus noney, the only place you can take bonus
noney is to take it away from soneone that isn't performng.

So I'mnot sure where that's going to cone from
" m not sure what you neant by that. |If soneone is at the
upper end on preventive neasures, nmammograns, we give them a
bonus? Does that nean if you' re on the other end, you take
nmoney away in order to pay for that? So | think sone
clarification needs to be nmade on that.

On that sane page, you tal k about Medicare
increasingly has the ability to distinguish anong poor
performers, adequate perforners, and exceptional perforners.

|"'mnot sure they do. |If they do that, | nean, they have a
| ot of data, but do they have the ability to actually
distinguish? So | think you need to clarify sone of that or
at | east point out what you nean.

| have a few other areas. |[|'Ill just give you ny
chapter at the end and let you go into that, but I'm
concerned about what | see as the general nature you started
off with, but a lack of specificity in sone of these other
areas and statenents which basically | don't know that we
can back up, and statenents also that | think are

i nflammatory wi thout actually supporting data to say that
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they're correct. Oher than that, | like it.

[ Laught er. ]

MR. SHEA: And the answer on the incentives. |It's
a newworld. Watch it, Ted, it's a surplus.

DR ROAE: You're in that old paradi gm

[ Laught er. ]

DR. CURRERI: | liked the chapter very nuch
because | think it does summarize what's going on right now
and | congratulate on that. | think the one place that
t hought needed nore enphasis, and |I'mnot sure whether it's
for this year's chapter or your next year's chapter, but |
was i npressed when you nentioned that for the HEDI'S, the
cost of getting data for HED S costs sonmewhere between
$70, 000 to $500,000 for a single dataset.

It seens to me that with all these quality things
that we're tal king about here, there's going to be an
enornous cost in terns of data collection and we make no
comment in here as to what the conm ssion m ght think the
priorities are. |'mnot sure whether we're tal king about
fee-for-service or we're tal king about plans. |'mnot sure.
There must be a breaking point when the adm ni strator burden

gets so great.
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| think that the comm ssion needs to give sone
t hought as to priorities for data collection and at the sane
time maybe taking sone of the other adm nistrative burdens
away that are also very costly but aren't being utilized
very effectively.

| was kind of disappointed that you didn't get
into that, but nmaybe it's too early.

M5. DOCTEUR: Let ne tell you, | have been
t hi nki ng about that quite a bit lately. | was planning to
bring you sonething for the retreat because | think this is
an i ssue that you mght want to just focus on in your work
next year because it's critical. |It's a fundanental issue
that requires a lot of careful study and I think it's an
area where you could possibly weigh in wth sone very useful
recommendat i ons.

DR. WLENSKY: Beth, | enjoyed reading this
chapter. | thought it pulled together a |ot of issues that
we' ve tal ked about. The only general concern and I'Ill give
you one or two exanples, although I think Ted has i ndicated
is, whether there are parts that are so generalizable as to
not give us sonme gui dance about specifically what do you

mean or how woul d you inplenent it.
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| did notice the interference in care issue as one
that | agree is likely to be inflanmatory. It may be useful
to just remnd people a little bit about where that phrase
cane from It was part of the initial adoption of Medicare.

It was done to reassure the nedical comunity that the
Federal Governnment wasn't going to intervene in precisely
how t hey were practicing.

W're really noved to a different era nowin terns
of what we're trying to focus on in ternms of error reduction
and setting up sone systens that will lead to fewer errors,
make it harder to commt errors because of the processes
that are in place.

It may, for some individuals, raise the specter of
interfering in the practice of nedicine. W are really
tal king about a very different type of issue, just so that
you put some sensitivity around words that were there
because they inflanmed passions so easily.

Anot her suggestion that | had, it cane up both in
the specific recomendation and then in the discussion, was
to be sensitive to what is usually only the use of
preventive nmeasures as a quality indicator and to not at

| east explicitly raise the point that we need to be as
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vigilant in quality neasures and sophisticated invasive care
and this comon practice of |ooking only at issues |ike
mamogram rates or vaccination rates for the under-65
popul ation as indicative of quality because it's easy to get
out of people's records is really a problem

It's not to suggest that use of preventive care is
not one neasure of quality of a health care plan, but
sonething that | think probably many people will be very
concerned about is what do we know about what happens to the
real sick people, and that is not going to conme out there.

DR ROAE: In that respect, Gail, if I could nmake
one comrent, | thought there was an opportunity here, Beth,
and | thought this was terrific and I thought you took into
account a | ot of what you weathered | ast nonth.

One of the problens in our reports is that they

tend to be not always connected to different chapters. |It's
nice for us to group them and connect themnore. 1In the
chapter we'll get to on care at the end of life, there's a

nice little comrent about how Meperidi ne shoul d never be
used in pain control, and therefore the use of Mperidine
with the brand nane for which is Denerol, at |east one brand

name i s Denmerol, would be a marker for poor quality care.
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So there's an exanple of the kind of thing | think
Gail is tal king about where there are sone pretty easily
identifiable markers for relatively poor quality that go
beyond heal th pronoti on and di sease prevention initiatives.

Maybe if you made a statenment with respect to that
as an exanple and you referenced that chapter, it would help
the reader tie together sonething. | think that's what Gai
i s saying.

DR CURRERI: In fairness, she did |ike the use of
aspirin after heart attacks and the use of beta bl ockers and
so forth which are positive neasures.

DR. RONE: Those are positive neasures of quality.

| was thinking of negative neasures or sonething that pops
up and you say this is a neasure of poor quality.

DR, LEVERS: | think, along Gail's line, as well,
alot of this is clains data. Mamobgrans are easy to put on
a claimbecause they're there. There are a lot of quality
measures that are done by physicians in their offices such
as eye exans on diabetics that you don't see that on a
claim So how you're going to determ ne that and use that
as an exanple, we've got to be very careful how we isol ate

t hat .
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records and that's what nmakes the quality measurenent so
expensi ve.

DR. LAVE: The other issue that | thought is the
fact that what is in this chapter actually links to sone of
t he subsequent chapters and you don't really point out that
i nkage, | think, well enough. |In particular, the ESRD
chapter is alnost all about quality neasurenent of a very
di fferent Kkind.

A lot of the error in the autopsy stuff is really
-- | mean, they really are all about the sane issue and |
think you want to keep it in separate chapters, but | think
the introduction of this could relate to that because there
really is a lot that is going on

The ot her issue, and maybe we'll hear about this
later, is that there's a |ot of deem ng that goes on and |I'm
not sure, for instance, on the conditions of participation.

| had thought that if the hospital passed the JCAHO
accreditation, it was deened to neet the Medicare conditions
of participation. And there have been other issues of
deem ng that have cone up like the nursing hone is one to be

deened. That was a big issue a long tinme ago when they said
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no.
| read all the stuff about the JCAHO, but | have

no i dea here how many of the hospitals actually affect those

hi gher quality things. This is absolutely wonderful that

Medi care doesn't do this, but it turns out that 95 percent

of the Medicare hospitals neet that. That information is

m Ssi ng.

M5. THOVAS:. There's a conplete section of
enforcement that's mssing that | had at one point and |
just decided it was making the chapter -- not adding to the
chapter. Maybe I'l|l put a short reference to it.

DR. WLENSKY: Exactly. So that people aren't
left with a question, what people don't always understand,
think we had gotten into this last tinme, is that when HCFA
deens a group, what it does is, in very detailed nmanner,
review how the other group qualifies, and it has to at | east
meet what HCFA woul d have done in sonetines greater
standard. So it's not this del egation.

DR. LAVE: No, but that was why we tal ked a | ot
here about how great the JCAHO and the Medicare is not as
strong, but it turns out that | believe that nost of the

hospitals, | would guess, that neet JCAHO accreditation, and
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we don't sort of say that there, that HCFA deens this. |
don't want to -- this sonmething sort of sounded I|ike
Medi care didn't care.

DR. W LENSKY: Any additional comments?

MR. SHEA: | thought Bill's question about the
cost data and Beth, your answer, was on target in terns of
our really needing to ook at this. Wen we do, | think we
al so need to I ook at not only the cost of neasuring and
reporting and so forth on the provider side, but also the
cost of doing it right on the consuner side.

W' ve tal ked about this before in past years. |
t hink we ought to | ook at both of those things because both
of these are big issues and big problens, frankly, but I
think in sone cases, they get distorted in public debate,
oh, it's such a big problem we can't do anything.

DR. W LENSKY: Further comments?

Any public coments on this session, since we had
taken themon the first, and then we're going to do our
break and start up after lunch with the chapter on renal
care.

MR. KAPLAN: |I'm Al an Kaplan, a |l awer in

Washi ngton. |[|'ve followed the evolution of the Medicare
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qual ity assurance prograns for many years back to the
original days of the PSRO program Just a few comments on
t he chapter.

On Page 4 on the history of quality assurance,
think it would be advisable to start with the PSRO program
and go through the changing incentives that led to the
different -- incentives in the Medicare programthat led to
the different operational aspects of the quality assurance
effort.

PSROs cane in at a tine of great concern of over-
utilization, did a |ot of concurrent review, retrospective
denials. It changed in '82-'83 with PPS and a great concern
about premature di scharge and ot her short-changi ng of care
and now we have the great nove towards continuous quality
i nprovenent. So | think just broadening out the section.

On Page 18 on grievances and appeal s, w thout
getting too specific, | think the | anguage there is not
entirely clear on internal and external appeals in managed
care and traditional Medicare and it just, | think, ought to
be revisited just to clarify it.

Page 10, there is a reference to greater

encour agenment of hospital participation in the PRO and QO
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activities. | think that's a very good suggestion and |
t hink the program woul d benefit fromthat.

|"d just like to follow up briefly on the earlier
coment about the red flag issue on Pages 5 and 6. | do
cone away With a sense of a -- that the paper is conveying a
negati ve approach to quality in the traditional Medicare as
opposed to putting it in the context of doubl e-edged swords
and tensions between the issue, for exanple, of
accountability for popul ation and accountability for
i ndi vi dual s.

| think fromthe patient's point of view, choice
is still a very inportant elenent and the fiduciary
rel ati onship the doctor and the patient, however eroded it
has becone, is still a factor that | think plays an
inportant role in accountability and in quality assurance.

Doctors have a fiduciary relationship to a
patient. A health plan has a fiduciary relationship
possibly to a population. There's a tension there and a
doubl e-edged sword. One is not necessarily better than the
other and | think the paper does nmake sone strong val ue
j udgnments here about what is better in terns of quality

assurance.
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| would urge revisiting the | anguage on Pages 5
and 6. Thanks.

DR. W LENSKY: Any additional comments? W are
going to break now W wll reconvene at 1:15 and we w ||
start with the quality of care for beneficiaries with ESRD

| apol ogize if there is anybody here who was waiting for
t hat session before |unch.
[ Wher eupon, at 12:24 p.m the neeting was

recessed, to reconvene at 1:15 p.m, this sane day.]
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AFTERNOON SESSI ON [1:27 p.m]

DR. NEWHOUSE: We're going to start with inproving
quality of care for dialysis.

MS. RAY: Good afternoon. Included in your
mailing materials is a draft chapter on quality in dialysis
care. This chapter includes discussions of adequacy of
di al ysis, anema, nutrition, hospitalization, and nortality.

Addi tionally, the chapter also provides information on
current quality assurance and assessnent projects.

|'d be happy to address your questions that you
may have about the text of the chapter during our
di scussi ons of each recommendation and I will now go ahead
and proceed with those recommendati ons.

The first recommendati on recommends that the
secretary explore the feasibility of a conposite rate with
di fferent paynent |evels based on the frequency and duration
of henodi al ysis prescribed. Duration of dialysis is one
aspect of adequacy of dialysis.

This recomrendation is centered on | ooking into
the feasibility of increasing the length of dialysis for
t hose individuals who may need | onger or nore frequent

sessions by creating nultiple paynent |evels.
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DR. NEWHOUSE: |'mwondering if we shouldn't
di scuss these as we go.

MS. RAY: As opposed to all of thenf

DR. NEWHOUSE: That's right. So why don't we see
if there's any reaction to this recomendation or is
everybody confortable wwth it? ['ll assune silence inplies
consent.

DR. LEVERS:. Wit a mnute. Thank you. | had to
find ny notes. Everybody else is |ooking at Page 9. |
think the only question | had was, we're isolating here on
two factors, the frequency and duration, in other words,
paying different |evels based on frequency and durati on.

If we're going to isolate out just two el enents,
there are nore. |If you get frequency and duration, then
per haps you get better KT over V URRs, but if you' re going
to base paynent -- and | have no problemwth a multi-tiered
system-- if you're going to do that, should we in sone way
change this recommendation to include sone of the other
factors such as a URR over 65?

| hate picking nunbers because those nunbers
change with tine, but | just was curious as to what your

t houghts were, why you picked just two.
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M5. RAY: The second sentence of the draft
recommendati on goes into exploring the specific clinical
criteria. | did not feel confortable being that specific as
to picking a specific URR or KT over V.

DR. LEVERS:. The reason you go on to the specific
is that you' re saying you could add that to that as far as
the multi-tiered systen?

M5. RAY: Exactly.

DR. NEWHOUSE: | m ght do sonme wordsmthing to
make that clearer.

DR CURRERI: | object to the word expl ore because
| think we should say the secretary should determ ne the
specific -- sonething of that sort. Explore to ne neans
that you explore it, but if you don't have sone specific
clinical criteria, you're going to have a real problemwth
gamng, | think

MS. RAY: | agree with you and again, that was
where ny second sentence canme from

DR. ROAE: Nancy, let ne see if | understand what
this is neant to indicate. That if sonebody with short
dial ysis, and you nention in your chapter three-and-a-half

hours is average or sonething |like that, sonewhat |ess than
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four, does not have a urea reduction ratio that is over 65
or KV over T or whatever that is in what we would call a
sati sfactory range. Then that person becone eligible for
extra paynents associated with their dialysis should their
di al ysis be extended beyond this shorter three-and-a-half to
four hours. That's the point, right?

M5. RAY: That is correct.

DR. RONE: So we want to prevent places from
getting paid for giving long dialyses to people who don't
need them right?

MS. RAY: Yes.

DR. ROAE: And give theman incentive to give
peopl e | onger dialysis who, in fact, do need thenf? But we

don't want a | ot of three hour and 31 m nute dial yses,

right?

M5. RAY: That's correct.

DR. RONE: So maybe what we need to do is rewite
this to indicate -- you could alnbst -- | guess it's okay
the way it is. |'mjust thinking the second sentence shoul d

be first and that is, what you want to do first is identify
t hose people who are not getting adequately treated with the

current duration or frequency of treatnment and then for that
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subset of people, you want to have a conposite rate that
permts a facility to get paid nore to provide the
addi ti onal needed treatnent.

So | think doing it the opposite of the way you do
it mght be nore clear.

DR. NEWHOUSE: Let nme ask about that. Suppose
this person is not getting adequately treated and the higher
paynment for additional duration kicks in, how | ong does it
stay, forever?

DR. CURRERI: Until the patient conmes back

DR. NEWHOUSE: You don't want to -- suppose the
patient, to stay down here, needs four-and-a-half hours.

DR. RONE: No, no. | think that clinically, and
Dr. Lewers is the nephrol ogi st here.

DR. NEWHOUSE: That's why I'masking it.

DR. ROAE: | would think that clinically --

DR. LEVERS: |I'mgoing to wait and see what he
says.

[ Laught er. ]

DR RONE: -- patient's clinical state changes,
Joe. |If sonebody has had a major acute illness, mgjor

surgery, certain nutritional interventions, their
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requi renents for infection, whatever, requirenents for
di al ysis, had a heart attack, had sone failure, may be
greater for sone period of tine, but not forever.

DR. NEWHOUSE: That's what's notivating ny
guesti on.

DR. LEVERS: There are basic prescriptions that
you're going to cal cul ate based on the size of the patient.
You know, a frail elderly |lady does not require as nuch
di al ysis as soneone who's a |inebacker for a football team

So in that sense, you do have basics. But then the
paraneters, you know, that were discussed change over tinme
and you may have to change that fornula.

But | think what we're tal king about here is
establishing sone way to nake sure that this is
acconplished. There are problens with this and the reason
|"mconfortable is, we change the word explore. Evaluate
it. One of the areas that | would think, and I know it says
so in the text and | questioned whether we ought to put it
in here, is that a lot of this work is going on now in the
comunity.

So I would hate to see the secretary take off on a

total tack wi thout conmunicating. | happen to know t hat
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HCFA is working very closely with the Renal Physician's
Association and a few other groups in trying to inprove
t hese paraneters.

| would i ke to see us reference that sonewhere in
at | east one of our recommendations and working with the
physi cian community in doing that. As a matter of fact, |
even wondered -- |'Il put it in here now, Joe, | was com ng
back to it later

| really wondered if we needed a reconmmendati on on
that, you know, the secretary in sone way dedicate funds to
work in the develop in the quality arena. Just to focus on
the quality is sonething we've tal ked about here ever since
MedPAC has been invol ved.

So I was wondering if there ought not be another
recommendation just isolating out the quality conponent and
working with those entities. | don't like renal community,
we've used it repeatedly and I1'Il talk about that in a
mnute, but it nmay be the best term

There are a |lot of people working in this area and
| would i ke to see the secretary working with it and taking
sone of the funds that we perhaps could direct into this.

even conme strong enough in the one area where you say shoul d
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be devel oped in collaboration wwth the renal community. |
was going to put must, but | don't know that | coul d.

Knowi ng that they're already doing it, |I'm
confortable with this. | think they really are working hard
at this and I would like to see themcontinue it and | think
we need to support them as best we can because of sonme of
our other recommendati ons.

DR. NEWHOUSE: |1'mstill confused about what we
have in mnd for paynent policy. That is, | understand that
if the URR doesn't get down far enough, then we woul d kick
in and we woul d pay additional anmounts for additional tinme
on dialysis. At least that's how | understand it.

My question is, does that go on forever? Does it
go on for another year? Does it go on -- is there any --
what do we have in mnd? |'mjust asking for clarification.

DR. LEVERS: We discussed that |ast nonth. W had
some comments | ast nonth.

DR. NEWHOUSE: What did we say? | have a short
menory.

DR. LEVERS: W said that was one of the probl ens
with the nulti-tiered conposite.

MS. RAY: But If | could intervene just for a
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monment? At |least how | envision this concept, it would be
based on clinical criteria alnost parallel to how paynent
for erythropoietin is set up based on --

DR. NEWHOUSE: So basically once you cane into
conpliance, you go back to a non-nulti-tiered rate?

DR. RONE: No, because the only reason you have a
URR that's good is that you're in dialysis and as soon as --

DR. NEWHOUSE: That's exactly why | asked.

DR. RONE: You're in dialysis and you go back and

DR. LAVE: | have a question, Joe. | nean, it
seened to ne that this is a perfect case to think about the
mar gi nal costs of additional dialysis. |If you get the
mar gi nal paynents reasonably correct, then you shouldn't be
t oo concerned about the provider incentive continuing to be
too much for financial as opposed to patient-related issues.

So you have the incentive that you can figure out,
and | assune it's a feasible problem sort of on average how
much does it cost to keep this going on the margin, then the
concern, as | read this, is not so nmuch that you now have
the incentives aligned up for the units.

The problemthat remains, which probably provides
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sone countervailing authority if you're concerned about
goi ng overboard, is the fact that this is not a pleasant
procedure and that the patients are not going to want to
have | onger -- that there's no incentive for the patient to
be longer if he doesn't think he or she is getting better.

DR. NEWHOUSE: | was actually worried about the
probl em Jack raised, that you could have this patient kind
of cycling up and down. But | could be assured that that's
not -- if you want to tell me that's not going to be a
pr obl em - -

DR ROAE: | don't think anybody is assuring you
| think the closest you could cone is you could pick sone
period of tinme in which nost of the transient or reversible

causes of an increased dialysis requirenment m ght be
expected to be resolved. That period of tine is not three
years. It's probably six nonths or sonething |like that.

DR. LEVERS: Mre or |ess.

DR. RONE: But you woul d have sonebody |ike Ted
suggest a period of tinme and you would say that after that
period of time on this level two or whatever it is that
we're going to call it, then the patient's eligibility would

have to be reviewed or sonething like that, or annually
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thereafter, or sonething like that. Does that make sense?

DR. LEVERS: | think there's another el enent that
we tal ked about the last tinme. Wile it's still not clear,
but even falling in this would be sone rate for the daily
di al ysi s.

M5. RAY: Yes, | actually --

DR, LEVERS: This is another elenent and if that
pans out, there should be a rate that should be determ ned.

| considered that all in this one recommendati on.

MS. RAY:. Yes, as | have al so, yes.

DR. NEWHOUSE: Maybe the recommendati on needs to
be expanded or supporting text needs to be there because --

DR. LAVE: They have frequency and duration both
in the recommendati on.

DR. NEWHOUSE: | was left with a | ot of questions
about what we actually neant for paynent policy. It was
just vague. The principal seened all right.

DR. LEVERS:. In the sanme exanple, you bring up
erythropoietin. Wen erythropoietin started, they put a
hematocrit of 30 and once you got above 30, they cut
everything off. So we played ping-pong all the tinme trying

to establish the right dose. Now they're up at a nore
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acceptable |l evel, but howlong did that take to get there?
That's the sort of thing that |I think we're worried about,
and we mght try rewording this to try and include sone of
t hose things.

DR. LAVE: | guess the question | have that |
have, which is the nore significant problemor the equa
probl en? One of the duration of the dialysis or what of the
frequency of the dialysis?

DR, LEWERS: Yes.

DR. LAVE: They're both equally --

DR. LEVERS: No, it varies. W've gone through a
whol e sequence which we said if you dialyze nore frequently
for a shorter period of tine, individuals do better. And
then there are prograns and there's sonme good evidence to
show t hat what you pull off, if you want, the toxins takes

tinme and if you | ook at what you pull off very quickly, you

need to pull it out of the cells into the system into the
vascul ar system and then pull it out through the kidney
itself.

So you've got to balance all of that and you have
to do that with tinme. It's not a sinple one nore than the

ot her.



108

DR. LONG To follow up on that, we've got a
patient worth three-and-a-half hours into this and we do not
have whatever our satisfactory criteria nunbers are. Does
that mean that we don't turn off the machine or does it nean
you cone back tonorrow norni ng?

DR. RONE: You get that back a week |ater

DR. LEVERS: You don't know that. You'll know
that later than that. You'd only know this over a period of
time of what the adequate dose will be. You can calculate
t hat basic dose, but then the other paranmeters which aren't
as specific and can't be determ ned, you've got to do that
over time and adjust the dose accordingly.

DR RONE: So it's like a prescription you wite
for the next nonth, this is howw're going to do in the
next couple nonths, not the next hour.

DR. CURRERI: Ted, would it be fair to say,

t hough, to answer Judy's question, that the marginal costs
are less with prolonged dialysis as conpared to nore
frequent dialysis because you have all that nursing tine,
taking care of the machine?

DR, LEVERS: | don't know that you can say that in

today's world where we're |looking at this daily dialysis or
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nore frequent dialysis. Lowering the need for epo, |owering
the need for nedication, non-hospital exposure or hospital
adm ssions. All of those are changing in sonme of the
studies that are show ng the nore frequent of the dialysis.
There still has to be a certain tine period.

W went through a phase where high-flux dialysis,
in other words, very high flows with a very porous nenbrane
was going to be the answer. W could bring people in, put
themon for an hour-and-a-half and they'd be fine. Well,
that didn't work out. There are still sone people who feel
that way, but that's not the answer.

DR. CURRERI: But for ny education, is it the
total tine that they're on dialysis or is there -- in other
words, if | have sonebody on dialysis three tinmes a week for
four hours each tinme, which is a total of 12 hours, or
have them on six days a week for two hours, would that be
equal or are there differences?

DR. NEWHOUSE: Do you nmean from costs or outcomes?

DR. CURRERI: Fromclinical outcones or
mai nt enance control or whatever you want to say.

DR. LEVERS: | think that the clinical outcone,

depending on if you're saying six days a week short-term
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dependi ng on bl ood flow dialysis dosing, is probably going
to be, if you were doing it for a short period of tinme, an
hour - and- a- hal f versus six days a week is probably -- it's
going to cost you nore depending on where that service is
provi ded.

There are a nunber of variables. Probably no
better than three tines a week at four hours. But there are
i ndi vi duals who are doing low flow dialysis for eight hours
and doing that nore frequently and showing that they're
getting a nore and better product at the end. So it's not a
si npl e t hing.

DR. ROAE: | think it's inportant also to
understand that there are a |ot of patient-rel ated
characteristics which influence this nore so than the
physics, if you wll.

DR CURRERI: A lot of people can't stand ei ght
hours at one tine.

DR. ROAE: For many patients, it's not convenient
or feasible for themto conme six days a week or the
transportation costs wind up to be nore than the dialysis
costs or if they're diabetic and they have neuropathy, they

crash four hours into the dialysis and get | ow bl ood
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pressure and a variety of events which are very adverse.

There are many, many patient-rel ated
characteristics, sone nedical and sone not, sone social and
others, and we have to be able to provide the providers with
a level playing field so that they can give a prescription
that neets the patient's needs w thout major financial
i ncentives or disincentives to either give |onger dialysis
or nore frequent dialysis. That would be wong.

| mean, we have to be able to match the treatnent
with these patients.

DR. LAVE: It seens to nme, Joe, that the
recommendati on that we have up there is about as detailed as
a lot of recommendations that we give, and what it says, as
| read it, is that the current conpensated rate is
extraordinarily inflexible with respect to the needs of the
patient and isn't designed towards giving the better way and
there are better ways of doing it so go work and thi nk about
it.

DR. WLENSKY: This may have been di scussed before
| cane in. | was out tal king about Commonweal th Funds Task
Force on Graduate Medical Education. 1[It ran a little |onger

than | had anticipated. But the two sentences seema little



112

di sconnected. | support the notion behind them but | was
concerned that the second sentence and the secretary should
explore in that the reason or what you would want to have
the nulti-tiered conposite rate so that you woul d have
differential paynents, but you would want it tied to
different --

DR. RONE: W're pleased that we're thinking al ong
the lines that --

DR. NEWHOUSE: Great m nds think alike.

DR. RONE: We're pleased to hear that we're
t hi nki ng al ong the correct I|ines.

DR. WLENSKY: It's taking a long tinme to reach
t hat .

DR. RONE: But shorter than usual for ne.

DR. LEVERS:. That's because he's sitting next to
me and | had to keep telling himwhat to say.

DR. LONG How do we pay for the transportation
costs, or do we?

DR. LEVERS: W do not.

DR. LONG Because |'ve got one of these free-
standi ng dialysis centers around the corner fromne and al

day long there's this steady stream of anbul ances, handi -
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cabs, and vans with lifts that are run by professional
conpani es. \Who's paying for that, because a | ot of those
patients don't appear to ne to have the neans to pay for it.

DR. NEWHOUSE: Maybe Medi cai d?

DR. LEVERS. The state progranms, county prograns
generally do that. As far as |I'mconcerned, | don't think
Medi care pays anything for that.

DR. LONG So increasing frequency would visit
significant costs on other prograns?

DR LEWERS: Yes.

DR RONE: | like the way this is worded, also,
Nancy, with respect to Joe's question about not only the
initiation, but the continuation, because what you just have
here is you say, for patients to qualify for increased
frequency and durati on.

It's anbiguous. You can put in the narrative that
there woul d be a concern about not only the initial
qualification, but the capacity to continue. The way you
have it is anbiguous with respect to that, so | think that's
all we really need to say.

DR. LEVERS: |'mconfortable with it. | think

there are problens that are going to devel op. For instance,
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we sit around this table and sone sit here the whole
duration of the tinme. Qhers of us get up and stand around
and wal k around.

Patients are the same way. Basically getting
soneone to sit still for four hours, no matter how
confortable the chair is, is exceedingly difficult. |If
we're going to say, okay, in order to get nore noney for
this dialysis patient, you' re going to have to sit there
five hours, you' re going to have an increase on conpliance.

So | think those are problens they're going to run into,
but that's something that we have to work out.

That's the point | wanted to nake earlier about
working with the renal physicians, the RPA, et cetera, in an
attenpt to try to work through this problem There are a
nunber of problens associated with this, but | don't know
how to wite it in a way that's going to enconpass all of
t hat .

DR. NEWHOUSE: Are we through discussing this
recommendati on? Nancy, do you have everything you think we
need?

M5. RAY: | have everyt hing.

DR. NEWHOUSE: (Ckay, back to you
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M5. RAY: The second recommendation reiterates our
recommendation fromthe March 1999 report calling for a 2.4
to 2.9 percent increase in the conposite rate.

DR. ROAE: March 1999? That was |ast nonth

M5. RAY: Yes, that's correct.

DR RONE: Didn't we recomend this | ast year?

DR. LEVERS: Yes, in March of '98.

DR. WLENSKY: But we also recomended it |ast
month or in March. W did both

DR. LEVERS: | think we ought to sonehow word this
to include what --

DR. RONE: To send a nessage that not that they
didn't do last nonth's reconmmendati on. W should send a
nmessage that they didn't do | ast year's recomendation, is
what | thought the purpose was.

DR. WLENSKY: | think we definitely want to, in
the text, indicate the inportance of the paynent rate
i ncrease, which was included in our '"99 report and our '98
report. We normally don't have paynent increases as part of
our June report.

DR. KEMPER | wonder if it would be possible to

handle it in the text rather than nmaking a recomendati on.
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W LENSKY: That is what | neant.

KEMPER: So we woul dn't have that.

3 3 3

W LENSKY: Yes.

DR. LEVERS: Let's think about that for a mnute
because | think we want Congress to understand that this is
an inportant part related to quality. |If it's buried in the
text, that's not going to get across.

DR. CURRERI: Maybe we ought to say that in the
recommendation, that MedPAC thinks that it's an inportant
aspect of inproving quality is --

DR. WLENSKY: Gkay. | think it's inportant to
make it as an appropriate part of the June report. | have
no probl em

M5. RAY: The third and fourth recommendati ons
address the treatnment of malnutrition of dialysis patients.

HCFA' s core indicator data suggests that there has been no
clinically inportant changes in the nutritional status of
di al ysis patients over the | ast several years.

Enteral and parenteral nutrition are covered as a
DVE benefit which restricts the nunber of patients who can
qualify. The first recommendation is recommendi ng cover age

for these interventions as a renal benefit.
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The second recommendation. There have been
al ready a nunber of observational studies and case reports
and random zed trials supporting the use of these
interventions. However, there has been no | arge random zed
controlled trial about evaluating these interventions anong
mal nouri shed di al ysis patients.

Just to add on that several organizations and
researchers have al ready published pretty thorough outlines
of study designs for such studies.

DR. LAVE: | would think that you want to do the
denonstration before you pay for it. So first of all, if
you were going to pay for it, they should be reversed. The
second question that | have is a different one and that is,
are there other nedical conditions for which, in fact,
mal nouri shnment is also a concern, or is this predomnantly a
concern for this popul ati on?

DR. RONE: Cancer, AlDS.

DR. LAVE: That's what | was going to say. |I'm
not sure why we are concerned with this population only with
respect to nutrition. | think it's a bigger issue. This
issue, | think, is a much bigger issue than ESRD and we may

want to do a denonstration with respect to ESRD, but | have
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concerns about the coverage until we address the question of
why ESRD and not cancer and AI DS and what ever ot her
condi tions that people get mal nourished.

M5. RAY: | would just say that nutrition and
mal nutrition is a critical problemof ESRD patients that has
been linked to their outconmes, and that malnutrition has
been |inked to higher rates of hospitalization as well as
premature nortality.

So it is a specific problem although it is anong
ot her patient cohorts, but it is a very specific problem
anong ESRD pati ents.

DR. LAVE: | think, Judy, you have to understand
that not all nutrition is not the same and the nutritional
intervention in these patients would be very specific and
very inportantly different frompatients who have ki dney
functi on who m ght have AIDS or cancer.

| think that it's right. | think that what |

t hi nk woul d be better would be the secretary should support

research. | don't know why NI H shoul dn't support research
first of all. | guess the secretary runs NIH, so this is
not HCFA.

DR. WLENSKY: N H doesn't |like to acknow edge it,
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but actually the secretary --

DR ROAE: This is not HCFA. This is the
Secretary shoul d support research evaluating the efficacy of
nutritional interventions in patients with end-stage renal
di sease, whether or not they're on dialysis, is really the
key here because --

DR. LAVE: They did a nunber of denonstrations
sone while ago on the use of nutrition to try to delay the
onset of dialysis.

DR. ROAE: Sure, neutrino acids and things like
t his.

DR. LAVE: |'m wondering why you said end-stage
renal disease rather than dialysis because aren't you
concerned particularly here for dialysis, because they did
do sone of the prelimnary stuff prior to dialysis earlier.

| don't know. | was trying to figure out whether or not
you were |ooking at nutrition as an intervention to del ay
di al ysi s.

DR. ROAE: No. | just think that a |ot of
patients on dialysis, but a lot of patients not yet on
di al ysi s are mal nouri shed.

DR CURRERI : It would seemto nme that this would
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be -- | don't know exactly what you nean, the secretary
shoul d support research. | read that as provide doll ars.
But | think that actually --

DR. LAVE: To fund research

DR CURRERI: -- | would think the manufacturers
woul d provide the dollars because this is a real source of
potential profit.

DR. NEWHOUSE: Wiy haven't they?

DR. ROAE: Sone of these things may not really
have intell ectual property rights to them because they may
not be --

DR. NEWHOUSE: So then we're back to the
secretary.

DR. RONE: They may be just things that you could
buy over-the-counter, it's just the m x and the dose.

DR. W LENSKY: The issue, | think, either we need
to again flip these concepts where you need to have
established the clinical criteria and as part of that, naybe
to fund research or a denonstration programto establish the
efficacy and then that would lead it, depending on the
results, to coverage.

DR. CURRERI: | really believe that there is
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strong evidence -- | think Ted would agree with nme -- that
nutritional support is a very inportant part of the
treatnment for people with ESRD, and | disagree with you
Judy, that we should do the evaluation first because that
may take three or four years if you' re going to do doubl e-
blind studies and so forth.

DR. LAVE: | guess I'msort of concerned about how
we can have sonebody to do research to support it before --
it just seens a little strange, that's all, that we order
themin this way.

MS. RAY: There are studies. Unfortunately, there
isn't a really good, l|arge, random zed case control kind of
an evaluation that's been done, and | would | ook to
physicians for -- there have been many studies,
observational and case report design, that have shown the
benefits of these therapies in treating dialysis patients.

DR. RONE: | think, Judy, you're at risk for
having the perfect drive out the good here. | nean, | think
we know enough about what to do with these patients. W
need to know nore, but if we used the criteria that | think
you m ght want to apply about having the huge, random zed,

controlled, double-blind trial, that proves that we never
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woul d have given polio vaccine to those kids in the late
' 50s.

| nmean, | think we need to -- there is a |lot of
information there to suggest what direction we should go in
and in addition, there's a need for nore information. |
think that's what | hear.

M5. RAY: That's exactly what |'mgetting after.

DR. LEVERS: And in many people of the people, the
patients who are mal nouri shed need nore dialysis. And so,
you tie the two together. You give nore dialysis, they
i nprove, they feel better, they eat better. But if you try
to give themthe enteral feedings, that's not covered. They
cannot get it, they can't afford it, and in nmy units, we
used to rely solely on the conpanies to provide it for us so
we could give it to these people.

When | went to neetings, | would conme honme with a
bagful of the stuff that I'd hand over to ny dialysis unit
to give out because people couldn't afford it, and that's
the point, | think, that Nancy is trying to get to.
Cenerally, this is a short-termfactor. You really need to
dial yze them nore and once they're dialyzed nore, they do

much better
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DR. CURRERI: But the nobst serious side effect of
mal nutrition in these as well as other patients is
respiratory infections because the first major nuscle mass
they lose is their intercostal nuscle mass so they have nuch
i ncreased work of breathing and decreased respiratory vol une
and they get pneunonia and that's true with all mal nouri shed
patients. So you put themat high risk for ancillary
i nfections.

DR. WLENSKY: Do you think if we were to reverse
the order and have the secretary establish clinical
criteria, are we in a position in terns of our state of
know edge that you think that is a reasonable
recomendation, that the secretary should establish these
clinical criteria and then we establish coverage based on
t hose?

It would strike nme that the concerns that are
being raised, if we can have clinical criteria established,

t hen presumably we would then be in a position --

DR. ROAE: A definition of mal nourishnment is
avai |l abl e that could be operationalized and neasured on the
patient.

DR. CURRERI: Absol utely.
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DR. WLENSKY: That really strikes ne as being --
then responding to the issues that we raised. Are other
peopl e confortable with taking that approach?

DR. NEWHOUSE: |I'mconfortable with the
recomendation, but just as a matter of procedure, since
we' re recomrendi ng an expansi on of benefits, isn't it
i ncunbent on us to give sonme sense of cost? |n what
position are we with respect to saying what this m ght cost?

DR. CURRERI: | guess it really would depend on
the identification of the proportion of patients that fit
what ever the criteria that the secretary is going to set out
because the cost is going to be related to the vol une of
patients receiving the care.

MS. RAY: That's a tricky question because you
woul d expect there to be a reduction in possibly rates of
hospital adm ssion if these interventions were provided.
That is --

DR. LAVE: Another offset.

MS. RAY: Yes.

DR. W LENSKY: Wy don't we put aside the offsets
for the nonent. Do we have an estimate of the direct costs?

M5. RAY: No, we don't.
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DR. WLENSKY: At the very l|least, we have to note
that we do not have an estimte before it's actually -- we
go forward wwth this. W would need to have a direct
estimate as to what the cost would be of providing coverage.

DR CURRERI: | don't think that would be a hard
figure to get, though. | think we could get those nunbers
pretty easily.

DR. W LENSKY: You m ght want to see whether you
can have that discussion with HCFA. |If there have been
estimates already as opposed to just indicating that we
recogni ze that this is additional cost to the system
al t hough there may be sonme offsetting reductions. |'m
always a little dubious about capturing those offsetting
reducti ons nysel f.

MS. RAY: | just have actually one | ast question.

Do we want to add a fifth recommendati on regardi ng the HCFA
funding quality efforts in working with the "renal
community?" |s that sonething we want to go ahead with?

DR. LEVERS: | do. | think that would offset a
| ot of costs if we could just spend a few dollars on that.

DR. W LENSKY: Any objection?

DR. CURRERI: | don't have an objection, but |
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t hought you said they were doing that already.

DR. LEVERS: There are sone studies that are
underway. Renmenber we tal ked |ast nmonth about | ooking at
sone of the quality paraneters and things of that nature
that are being done, but | think that HCFA, as expending al
the funds expending, need to be involved in sone way. |
think it would put a lot nore enphasis on it and really give
it a mjor inpetus. That's ny reason for thinking that.

DR. W LENSKY: Could you cone back tonorrow and
show us the wordi ng of such a recommendation? Let's |ook at
it and make sure that we're confortable adding this.

DR. ROAE: Wen we di scussed this |last nonth, one
of the questions that canme up is when we discuss the fact
t hat paynents haven't been increased since 1983 or whatever.

Was it the observation that there continues to be entry

into the market? | think we were going to try to include
sonething in the chapter about whether that was still the
case or not. |It's part of the discussion about it.

Do we know whether, in fact, there still is entry

into the market and new di al ysis conpanies or slots or units
or whatever?

MS. RAY: | haven't done a detailed anal ysis of
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that. At least just based on ny reading, there are several
bi g players involved in having and acquiring dialysis
facilities.

DR. RONE: R ght, but they nmay be consolidating
their ownership existing capacity as opposed to devel opi ng
new capacity.

DR. CURRERI: We do know that volume of nunber of
patients has gone up dramatically. | think we pointed that
out .

DR. ROAE: The other thing is, | think the first
sentence of your relevance to policy-nmakers m ght be
reviewed. You say the dom nance of HCFA in financi ng ESRD
care has resulted in clains by the renal community that
rei mbursenent policy has jeopardized quality. | think
people in the renal comunity mght say it doesn't matter
who's paying. The fact that paynment hasn't been increased
in a long period of tine has jeopardi zed, not necessarily --

DR. NEWHOUSE: Wit a mnute. Do we know that
that's true for the private pay side?

DR ROAE: Well, | only know the share of epos.
It's about 20 percent of the epo market. | don't see any

reason why it should be true on the private side. But just
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the way it's worded, it sounds |ike because the governnent
i's paying, people are conplaining it's not enough.

DR. NEWHOUSE: But it's the governnment rate that's
been hel d constant.

DR. RONE: Then we should say, the lack of a
change in the government rate has resulted in continuing --

DR. NEWHOUSE: Fine, fine.

DR. ROANE: That's the point.

DR. LEVERS: | had a problemw th that and that
needs to go into the other parts of the chapter. The other
area in that sanme sentence that | had a problemw th is by
the renal community, clainms by the renal community. You use
that at least four or five tines in the chapter and i ndeed,
there are nore than the renal conmmunity who are saying that.

You point out on Page 7 about the 1OM study of '91
that was mandated, | think, in '"87. They said the sane
t hi ng.

DR. W LENSKY: \Were are you referencing? Wat is
driving this?

DR RONE: It's the first sentence of relevance to
pol i cy- makers.

DR. LEVERS:. It's in a couple of places. |It's
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there; it's on inproving quality, the second page; it's on
Page 2; it's on Page 5. But the point is, we do quote | QM
study and there are nore than just the renal community who
are saying this and we need to nake sure that's part of it.

You don't reference the 1OMstudy and | couldn't find it in
t he references.
M5. RAY: There was a typo. | apologize for that.
It's since been fixed. |It's actually there. | apol ogize.

DR. KEMPER: Nancy, | just wonder if you could
clarify for ne. You have a table on reasons for
hospitalization and then you say the findings confirmthat
i nadequate dialysis is the reason for the hospitalizations.

How do you concl ude that?

MS. RAY: That was actually drawn fromthe paper,
that many of the reasons for hospitalization are suggestive
t hat i nadequacy of dialysis contributed to the
hospi talization.

DR. KEMPER  Because of the diagnoses?

MS. RAY: Yes.

DR. KEMPER  Maybe you could just clarify that.

DR. CURRERI: One little editorial comment. On

Page 14, you have a sentence just before draft
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recommendation three that is |acking a word at the end and |
think it's available. 1t says the preval ence of --

M5. RAY: | actually have picked that up. Thank
you, though, for pointing that out.

MR, SHEA: Just quickly. W had sone di scussion
| ast tinme about the validity of the international data.

t hought we were going to do sone reference point about
needi ng to resol ve that.

M5. RAY: R ght. And actually, there is a
sentence in the text and perhaps it could be strengthened,
but there's a very |large, well-designed observational study
goi ng on conparing practice patterns in the United States to
five European countries and Japan.

| think that will really address a |ot of the
guestions about the whole issue about nortality rates and so
forth.

MR. SHEA: | saw one reference in here, but |
didn't get that we were sayi ng anythi ng about the inportance
of doing this. | thought that's what we wanted to do.

M5. RAY: | wll strengthen that.

DR. LEVERS: WMaybe you coul d beef up that part.

M5. RAY: Yes, |'ll beef that up.
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DR. LEVERS:. | have one other area to beef up. On
Page 7, the paragraph about inadequate dialysis, the 30
percent. | think you ought to tal k about the inprovenent
that has occurred recently. | mean, let's put it in there.
We have done a good job and it's changed dramatically over
the last couple of years and we ignore it conpletely. W
can't do that.

| would be careful, on the sane page, |onger

treatnent could facilitate the renoval of |arger nol ecul es.

You're getting in an area that is debated. |'mnot so sure
| would want to put that in there. 1'd stay away fromthat.
| have sone other notes that I'll give you

DR. LAVE: | just had a question about conpliance.

| woul d have thought that a 2.3 percent failure to conply
was a low rate | ack of conpliance and you seemto indicate
that's a high rate.

MS. RAY: Conpared to the other countries it is
and it's been noted in the literature about patients'
conpliance with dialysis and it's problematic.

DR. LAVE: Two percent doesn't sound very
problematic. | would have thought 10 percent --

DR CURRERI: Well, 2 percent is pretty high if
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it's a fatal disease.

DR. LEVERS: And al so how you define conpliance.
| think we mght get a cornment in public comment on that
because there was a conference recently. Are you going to
comment on that later in the public comment about the
conpl i ance progranf

MR GREER. | can do that. | wasn't planning on
it, but 1'd be happy to.

DR. LAVE: You may want to just say sonething. It
struck nme if you were really |ooking at how bad conpliance
was, it wouldn't have hit ne over the head with that nunber.

DR. W LENSKY: Wy don't we do, because this
session is clearly separated fromthe rest of the afternoon,
if there are any public comments? You don't need to respond
to the issue of whether 2 percent is high or a | ow nunber,
but if there are issues that people would like to raise with
regard to our report, this would be an appropriate tine.

M5. SMTH. Thank you. M nane is Kathleen Smth
and I'mthe vice president of governnent affairs for
Presentius Medical Care North Anerica, which is the |argest
provi der of dialysis services in the United States. W care

for approximately one-fourth of the dialysis patients in
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this country.

|"d like to speak first to recomendati on one and
appl aud the staff for focusing on the issue of dialysis
adequacy in the chapter. However, as Dr. Lewers started out
with his coments, there are a nunber of factors related to
adequacy of dialysis and those of dialysis prescribed and
del i ver ed.

The frequency of the dialysis and the | ength of
time of each dialysis session are only two of those factors.
So to pay based only on those two, | don't think would be
w se for the Medicare program or necessarily have the
positive inpact you' re hoping for on the beneficiaries.

If you're noving in the direction of taking a
solid |l ook at dialysis adequacy or dose, especially in |ight
of the conversation with regard to quality in the overal
Medi care programthat we just concluded prior to lunch, the
focus should seemto ne to be on differential conposite rate
paynents based on a | evel of outcone that is achieved.

That noves us a little further away from going
back to cost-based rei nbursenent and nore prospectively
paying in recognition of the outcone that you are seeking.

That would also link us alittle bit to the discussion on
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mal nutrition. If malnutrition, for exanple, is going to be
monitored by albumn | evel, our experience is at |east a
twofold to threefold increase in the rates of
hospitalization for patients whose albumn is 3.0 as opposed
to 4.0 grans.

So one of the indicators for outcone could be
al bumn as well as anem a. These outcones are well -
recogni zed in the renal community. Dr. Lewers nentioned an
awful lot of the work that has been done by science in the
community and woul d appear to ne we have URR, we have
anem a, we have al bumn. These would be factors that we
could pull all together to focus and nove and drive the
providers in the direction of a focus on quality and
out cones.

The only other coment 1'd like to make was the
nore recent coment on the table on Page 17 which lists as
the nost frequent cause for hospitalization is chronic renal
failure. Even if these patients have problenms with the
adequacy of their dialysis, that in itself doesn't lead to
an adm ssion that woul d be | abelled as chronic renal
failure.

| think this table speaks to the problens that we
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have today with tracking the accurate real diagnoses for
adm ssions and the probl em of m sdiagnosis that we have. |
woul dn't want that to flavor the conclusions of the
conm ssioners because they are rarely truly admtted for
their underlying doses of chronic renal failure.

| think Dr. Lewers is nodding on that one. So |
t hank you for the opportunity to nake these comments.

DR ROAE: Are the chapters distributed before the
nmeet i ng?

DR. WLENSKY: In this case, we had chapters
di stri buted because we wanted to have sonme comments fromthe
rel evant communities for technical review, and because of
the tinme constraint, this was the only way to do it.
Normal |y they are not. | think there had been at | east
alerting or maybe not that we were going to do this because
we wanted to make sure we had input on technical issues.

MR. STEVEN. Good afternoon, my nanme is
Chri stopher Steven from Baker & Hostetler and on behal f of
Renal Managenent Strategies from Baxter Health Care, we'd
i ke to thank you for your focus on this critical issue to
so many beneficiaries.

A few weeks ago we provided a study to Nancy Ray
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inregard to the deficiencies in the AAPCC and al so
Section 1876. In summary, we would urge MedPAC to endorse
our recomendation to lift the statutory bar, Section 1876,
on allow ng Medi care+Choice enrollees to enroll in -- for
ESRD beneficiaries to enroll in managed care.

The Congress in the BBA '97 all owed beneficiaries
who are currently enrolled in Medicare+Choice to stay in
those plans if they are |later diagnosed wth ESRD, but those
di agnosed with ESRD prior to enrollnent are not allowed to
enroll.

Renovi ng the 1876 bar will allow nore choice in
beneficiaries and al so better access to care. So again, we
woul d urge MedPAC in its recommendati ons to exam ne the
Section 1876 statutory bar and al so the deficiency of the
AAPCC rate. Thank you.

MR GREER. |1'mJoel Geer. | work for HCFA but |

am not authorized to speak for the agency, which suits ne

and them both quite adequately. | only have a query for the
commttee. | can provide technical coments in a witten
formand wll do so.

The specific query, in the draft recommendati on on

nutrition, it says as a renal benefit separate fromthe
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conposite rate. | think I'"mquoting correctly. M query
is, why is it inportant to put in separate fromthe
conposite rate? | think that is an issue for discussion.
It's an opinion.

DR. WLENSKY: That's actually a very good point,
as to whether or not having nade the recomrendati on of
having an increase, if we were to at least allowthis to be
a covered benefit, we could do so wi thout having a separate
paynment, but to allow for the benefit to be covered. |
woul d support that.

DR LAVE: Well, we'd just have to put nore noney
intoit. | nean, to say that they're going to cover it,
they could probably cover it now under that.

DR. WLENSKY: No, they can't actually.

DR. LAVE: They can't?

DR. W LENSKY: They cannot. It's an O G issue.

DR. LAVE: But wouldn't we want to have noney
associated with it?

DR. WLENSKY: There's a question of whether we
woul d want to nmake an adjustnent or to say that that m ght
suggest, because we are including this, that we said 2.3

to 2.9, that it mght nmake nore sense to go to the top end
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or totry to explicitly allow that into the conposite
factor.

But what | took away, which appeals to ne, is the
notion that we ought to have a conposite rate reflect the
ability to cover in cases where needed nutritional
suppl enents and have it as a covered benefit w thout having
it necessarily an i ndependent and separate cost.

DR LONG Is it the case that this third or so of
the popul ation that exhibits the malnutrition
characteristics would be the same proportion of the
popul ation that is likely to go into a higher tier of rate
in ternms of needing nore dialysis or greater frequency
dialysis or is it distributed evenly across the popul ati on?

DR ROAE: | wouldn't think so. I'malittle
concerned, Gil, just thinking about it with respect to this
comment of the gentlenen who apparently is at but not for
HCFA. Fromthe beneficiaries' point of view, |I don't want
to create a disincentive for the provider to give the
nutritional supplenents to the patients because if you fold
it into the conposite rate, it's alittle bit, you know,
since they feel under-conpensated to begin with, they're not

going to feel like they're being paid for this.
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DR. NEWHOUSE: You treat it |ike epo.

DR CURRERI: And there is a precedent. That's
what | was going to say.

DR ROAE: So I'ma little concerned about that
given where we are in the history of this.

DR. WLENSKY: Let ne suggest a conprom se. |
think at the | east, we should recommend that it be all owed
to be paid for fromthe conposite rate, although we can
recommend a separate rate. The reason |'msaying that is
that it strikes me that there is a greater |ikelihood that
we could at least allowthis to be included as a covered
service within the existing rate than it is that we wll see
Congress al so provide all owance.

DR ROWE: | see.

DR. WLENSKY: | don't really object to having the
separ abl e coverage if people can work out how to do that,
al t hough when we do DRGs, when we want to have a DRG paynent
nodi fied to include sonething, we think about whether the
paynent is adequate and if it's not, we up the paynent and
allow for that to be included.

But at the very least, we could say within the

conposite rate, it could be included.
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DR. RONE: A conposite rate should be increased in
order to conpensate for the provision of this. How would
that be, rather than within the conposite rate?

DR. CURRERI: Wuld you fold erythropoietin into
t hat ?

DR. WLENSKY: Since that has been -- | would just
leave it as it is because that's how we've done it.

MR. MacBAIN. The argunent that we can get out of
the conposite rate are pretty nmuch the sane as for m xed or
partial capitation where you've got other things that you
want to happen. | would rather see us make one
recomendation that nutrition supplenents be included as a
covered benefit, and then a second recommendati on that there
be specific provisions to pay for them outside the conposite
rate and not raise the issue of covering in the conposite
rate because that's a little too easy to say, okay, we'll
still pay what we've paid since 1982, but now you al so get
the covered nutrition.

DR. NEWHOUSE: Is that what we call an unfunded
mandat e?

MR. MacBAIN. |I'mjust a little nervous about

|l eaving that. It's too easy a chute to go down.
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DR. WLENSKY: The concern | have is that | don't
think we have a better outcone if we don't see the increase
and we still nmake it a violation of current procedures.

MR. MacBAIN. It definitely ought to be a covered
benefit.

DR. WLENSKY: So as long as we can do -- | have
no problemwth that.

MR. MacBAIN. Once you allow it, you mandate it
and then raise the issue --

DR. WLENSKY: | don't have any problem | don't
think that we're better off to have it not allowed for
coverage, which is what we are now.

DR. KEMPER How easy is it to develop criteria
for when the benefit would be paid if it's a separate
benefit?

DR CURRERI: | don't think it would be all that
difficult. It mght change over tinme and that's why that
shoul d be a regulation, just as the hematocrit changed over
time. But | think you could easily establish a starting
poi nt .

MR AHAB: |I'll be brief. M nane is David Ahab.

| represent a small, start-up dialysis manufacturer by the
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name of Access. |1'd like to quickly address the issue of
entrance into the marketplace. | think you can | ook at your
previ ous MedPAC report plus probably the next four or five
ProPAC reports on any new technol ogi es that have been
introduced in the marketpl ace and you will see that there
have been very little if any.

The second point is, | think you should not only
| ook at nergers of conpani es, but also valuations. The |ast
two rather sizable nmergers of entities, their valuations
dropped out, the bottomfell out and they're about the half
the value they were when they were first nerged.

So | think any analyst will give you a very honest
answer to that question to be included in your report
because | think that's inportant in light of many of the
conment s.

And lastly, 1'd like to thank you very nuch for
your work in this area. You' ve done a superb job of | ooking
at sone very difficult issues and | especially thank you for
addressing the nore frequency of dialysis tine. Thank you.

DR. W LENSKY: Thank you, Nancy. | do think that
having in the last couple of years said we were going to

spend nore tinme and attention on this issue, actually this
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time we've done it. | agree.

DR. NEWHOUSE: Even wi thout being paid for it.

DR. LAVE: W took it as part of the bundled
payment .

DR. W LENSKY: Beth?

M5. DOCTEUR: The draft chapter on addressing
health care errors under Medicare is behind Tab D in your
mai ling materials. Let nme begin by apologizing. | had a
separate page sunmari zing the recommendations with a pull-
out paragraph, but due to an error on ny part, it sonehow
didn't make it in. | do apologize. You need to flip
t hrough the chapter to find the recommendati ons instead of
having themnicely up front.

As you recall, you had a very full discussion of
an earlier version of this chapter at the March neeting. As
aresult, | scrapped three of the four previous
recommendations and tried to cone up with sone new
recomendations that represented what | could find to be the
sort of greatest comon denom nator in ternms of your
di scussions and your thinking on this.

|"mnot sure that | did, but I still have the

bl ack suit and | put sonme body arnor on during lunch, so |



144

feel prepared to hear your comments.

| thought the best way to do this would be to go
t hrough the new recommendati ons one by one. Beginning with
the first recormmendation, this is the sole survivor of the
| ast version. Basically it's just saying that Medicare
shoul d make patient safety a qualify inprovenent priority.
This was sort of taken as a given.

MR. JOHNSON: |Is there any reason that this
recommendation is different than the Page 11 reconmendati on
that's in our text that we read before the neeting?

M5. DOCTEUR: This recomendati on nmeani ng what's
on the overhead? It's just summari zed so that we coul d have
f ewer over heads.

MR, JOHNSON. The only question | had is in terns
of just reading this chapter. In ny famly, as far as
medi cal care goes, the tolerance for error is zero, but
know that's a higher industry standard than I would want in
my other job. | have to live with that.

But seriously, the idea of reducing and targeting
and we're going to start playing with words in this chapter,
aren't we out to sort of, at all costs as far as humanly

possi ble, mnimze nedical errors? | know that m ght nean
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reducing themin sone cases, but the idea is to make a
medi cal error sort of a de mnims event. It shouldn't
happen.

| was just |ooking at the word reduce in
recommendat i on nunber one and just offering the word
mnimze. That's all. It's not a big deal, but it's sort
of the phil osophy of the whole thing.

M5. DOCTEUR: The second recomrendation is on the
sanme page and that's that Medicare should support any
utilized ongoing public and private error reduction
initiatives. This is basically a replacenent of the forner
recommendation that said the secretary ought to |l ook into
the possibility of devel opi ng sone type of an error
reporting systemin Medicare and there was sone di scussion,
again, the public/private partnership discussion that you
held last tinme. This is draft recommendati on two.

DR. LEVERS: Where we're talking errors here, can
we slip in avoidable like we did in one of the other
chapters?

M5. DOCTEUR:  Yes.

DR. WLENSKY: You used that before and | guess

there's sone sort of -- |I'mnot exactly sure what avoi dabl e
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error is.

MR. MacBAIN. In industrial quality control, there
are two types of error. A special variation which is caused
by sonmebody meking a m stake, or sonething unusual happens
that's different fromthe normal production process, and
that's what we're used to thinking of in a punitive
regul atory and | egal environnent that surrounds nedicine.

| think that's Ted's sensitivity to saying
avoi dabl e errors as opposed to errors that sinply happen
that you don't want to hang sonebody for because any
production process has a certain degree of error built into
it. But that also needs to be reduced.

Just randomerrors of a production process, for
instance, a laboratory test that has a certain fal se
positive rate will produce a certain nunber of false
positives. Those still are errors and if you can inprove
the test in order to reduce the nunber of false positives,
you' ve reduced errors and inproved quality.

So while | think it's worthwhile nmaking the
di stinction between special variation and random vari ati on,

to inprove quality, you want to focus on both of those.
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DR. WLENSKY: That's why I'ma little concerned
about the avoidable in the sense that --

DR. CURRERI: It doesn't take care of system

DR. W LENSKY: Exactly. It doesn't take care of
systemerrors and we don't nean this in a punitive liability
sense, but rather, to try to take fromother industries
where they focus on processes to nake it very hard for
errors to occur.

DR ROAE: | think the problem-- what we want to
do, while we're not thinking about it in a punitive way,
ot her people nmay be and sone of even the proposed HCFA' s
proposal s about requiring as a condition of participation
having error rates at certain levels, if we wind up
m grating towards that position, we want to take out of that
nunber these unavoi dable errors so that places are not
ki cked out of the Medicare programfor reasons that are
unrelated to the quality of the care they provide.

DR. CURRERI: Could we get around all this by just
i ncludi ng individual and systemc errors? | nean, that's
what we're really tal king about, isn't it?

MR. SHEA: Except they're not quite a clean

separation. People make m stakes if the environnent is
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conduci ve to m stakes. You can engineer out the --

DR. WLENSKY: I'ma little concerned with this
focus of including avoi dabl e because the concept -- it may
not be the person's fault, but that doesn't nmean it wasn't

"an avoi dable error,"” if you have reengi neered the processes
to make it very unlikely or less likely that this would
occur .

So | don't have any problem and | think we, in
fact, in the chapters address sone of the HCFA proposals,
but I don't want to nmake it sound like well, there's sone
set of errors that were not considered as being rel evant.

DR. RONE: | think in nmedical care as opposed to
i ndustrial standards, we tend to use the word systens
differently. 1In fact, we view errors in health care as
being rarely individual or personal. A small percent of the
errors are wllful attenpts by evil people to do sonething
bad and nost of them are systemerrors.

What we nean by systemerrors, we didn't have a
conputer systemto check that when you give this drug to
sonebody that's also on that drug, these two drugs interact

or the dose of drug B should be reduced in sonebody who has

this diagnosis or drug A which reduces the dose. Those are
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what we call in health care systemerrors.

MR. MacBAIN. That's true in manufacturing as
well. Even a process that has no human intervention --

DR ROAE: And | think hospitals should elimnate
both those, so | don't think pointing to one versus the
other is going to help. | don't think personal versus
systematic. Maybe what we can say is use a termlike
mnimal error rates or sonething |ike that rather than --

DR. W LENSKY: The avoi dabl e makes nme uneasy
because I'mnot exactly sure what that --

DR. RONE: M nimal achi evable or sone realistic --

DR LAVE: As | read this chapter, it seened to ne
that this was trying to frame things into a quality
i nprovenent kind of a construct, which is, in fact, that you
try to mnimze what's going on, you try to assist them
there and you try to bring things down.

So | think that mnimze is the reasonabl e one
given the framework that we have. Just say we identified
the problem and our goal is to continue to shrink them

DR. WLENSKY: | agree. | thought that having
quality inprovenent priorities and mnimzing error really

does refl ect that.
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actually applies to both mnimze and to avoidable, which is
that | can't conme up with a good nedical exanple, but if you
t hi nk about putting guardrails on highways, there's a class

of error that you may not be able to reduce to zero, but if

the error happens, you could reduce the consequences of the

error.

That didn't really get here, that we m ght be
after that kind of inprovenent as well.

MR. MacBAIN. What it still comes down to is
reduci ng variation and identifying --

DR. NEWHOUSE: But there may be sonme -- or if it
happens, it has | ess bad consequences.

MR. MacBAIN:  Which reduces the variation of
outcone. You can have sonething that's going to be very
bad, like the car going over the cliff when it hits the
guardrail, and so it's not --

DR. NEWHOUSE: Yes.

DR. ROAE: | think the other consideration that
should be in the narrative with respect to this definition
is that not everything that goes wong in nedicine is an

error. | nmean, good doctors have bad out cones soneti nes.
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| f you do 100 or 1,000 or 10,000 heart operations, sone
proportion of the problemis going to have a problem

DR. NEWHOUSE: That's the fal se positive exanple.

DR RONE: And | think we should distinguish that
froma m stake, which is what error sounds |iKke.

MR. MacBAIN. But it's still inportant if there
are ways to reduce that natural variation.

DR. NEWHOUSE: O reduce the consequences of it.

DR ROAE: | agree, but I think that's really the
point, is that not every bad outcone is nmal practice or a
m st ake.

MR. MacBAIN. It's sinply the nature of a process
that is subject to inprovenent. It's too bad Wody isn't
here because he could tal k about Ford Mt or Conpany when
they tal k about Six Sigma quality, they're tal king about
reduci ng random variation. They're not talking about --

MR JOHNSON: But don't we want health care to be
better than ny Explorer's transm ssion?

[ Laught er. ]

MR. MacBAIN:  You've got the one in a mllion.

MR. JOHNSON: Evidently.

DR. LEVERS: | think we're all tal king the sane
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thing. W want to nmake this very clear. The avoidable
error, |I've been reading this in a lot of material people
have been witing about this in the quality area and
preventing of errors.

| think that we can get sone help for the proper
| anguage fromthese individuals who work in it every day
nore than we do. I'mnot an expert in this either. W get
rid of systenms and many of the errors are avoi dabl e because
the systemis not right.

So | think there has to be sone appropriate
wordi ng that doesn't lead us into the area that Jack's
tal king about to the wong inplication. So |I'd just
recommend that instead of us witing it, let's try to get
that clarification.

M5. DOCTEUR: | think a few places throughout the
paper | tried to use the termpreventable error to
di stinguish fromother types of error that aren't
preventable and I could do that nore consistently and put it
inthe title and nmake it clear that that's what we're
tal ki ng about, not adverse events as a whol e.

DR. LEVERS: W point is we don't want to be

outside of the realmof what's being witten el sewhere with
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term nol ogy which is not appropriate.

M5. DOCTEUR: That's the term|'ve read and
avoi dable errors, | think, is another good term too.

MR. MacBAIN. It concerns nme that there is -- it
inplies there's this whole class of errors that aren't
preventable or aren't avoidable and so we're going to live
with them That's not necessarily true. There are a whole
-- there's a whole class of things that cause variation in
out cones and the nore we can do to inprove the systens, the
nore we can do to reduce that variation

DR. LAVE: | think the question is, is there a
different -- | nmean, what we are trying to do here, | think,
is split a hair and that is, there are two issues, one of
which is quality inprovenent generically, which is what we
tal ked about before. The other one is quality inprovenent
which is associated with errors.

So, for instance, inproving the generic quality of
open-heart surgery is sort of in one case, and the error
i ssue mght be a separate one and I don't think that we want
the error discussion to enconpass all quality inprovenents,
which is what | think this conversation is |eading us to do.

So | think that because we've separated this out,
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we nust have sonething different in mnd when we tal k about
an error, which is different froma bad outcone because our
skills aren't terrific or whatever it is.

So | think an error has to nean sonet hing.

O herwi se, we'd just be tal king about quality inprovenent
when we're focusing on errors.

MR. JOHNSON: On the other hand, | was going to
say, one of ny comrents overall in this chapter is | thought
this was a subpart of the quality chapter al nost for an
absent reason and I would ask Bill this, that if you had
really good practice protocols or standards or systens in
this case, wouldn't that reduce your errors on the other
end?

MR. MacBAIN. Yes, that sort of thing, electronic
f eedback systens that ask you if there are two drugs that
have very simlar nanmes, is this really the one you wanted
to prescribe, or they give you a sense that no, this dosage
doesn't fit the age of the patient. Any of that kind of
thing that identifies the human error that puts the wong
nunber on a prescription pad is --

DR RONE: O you have three patients in the sane

ward with the same nane.
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MR. MacBAIN. That's a random event, that that
happens. Once it happens, you've got a high probability of
human error that you mght identify as boy, that person
really nmessed up when in reality, you' ve got a random
situation that there are other ways to handl e that that
greatly reduce the |ikelihood of people who are well-trained
who al nost never nake an error making an error.

DR. KEMPER | think Ted has a really good point.

| think preventable errors, there's a better term It
really ought to go in there, but | think the text ought to
have a discussion that there are a | ot of dinensions of that
and it includes reducing randomerror where that's possibl e,
reduci ng systemerror, reducing individual error, all the
conponents of it so that at least it would be clear.

But to ne, the preventable recognizes that there
are going to be sone errors |left after you' ve done
everything that you can do.

DR. WLENSKY: Let nme go back and just offer a
suggestion with regard to whether this is two chapters or
one. | would see that at the |least, they would be conpani on
chapters and that they ought to be proxinmate in terns of

their location. I'Il leave it to you as to whether for size
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and consistency with the rest of the volune you'd like to
have them as separate chapters, but follow ng each ot her
and cross-referenced or not.

M5. DOCTEUR: | saw these as very nuch rel ated
chapters, also, and certainly the conceptual thinking about
quality problens relates to over-use, under-use, and m suse
of which errors i s synonynous.

DR. LAVE: Can we nobve in nedication errors up
after errors, because they' re a subset of errors rather than
a subset of autopsy?

M5. DOCTEUR: | think the reason, in my mnd,
these were distinct chapters was several reasons, but one of
the nost inportant was that this was -- to use Jack Rowe's
term nol ogy, this was nore a content chapter or substance
chapter, really getting into trying to focus on what the
qual ity problemwas as opposed to just focusing on systens
for trying to address probl ens.

DR. ROAE: | wonder whether we need in the
docunent, in the June report, a one to two-page --

DR. LAVE: Venn di agranf

[ Laught er. ]

DR. ROAE: Actually the termthat canme to m nd was
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pr ol egonenon.

[ Laught er. ]

DR. ROSS: For those of us who went to the sane
school s.

MR. MacBAIN. It's a clunp of words added to the
front of sonething.

DR ROAE: | think | should get credit for com ng
her e.

MR. MacBAIN.  You do.

DR. RONE: | hadn't noticed. A one to two-page
overvi ew abri dgi ng docunent about the various aspects of
quality and the content aspect and the regul atory aspect is
all we need. Then we can put these chapters in any order or
separate or the sane.

MR. SHEA: | think they are very nuch related. |
think there's a good argunent for keeping them separate,

t hough, which is that we're tal king here about baseline
patient safety. W' re not tal king about the ever and ever
better, higher quality reach, which is what is usually
referred to in terns of the quality and where the focus has
been and this is now a focus of a lot of activity.

| think it would be inportant to have it
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highlighted a little bit as a context section in sonething
that we're recomending be a priority wwthin the overall.

MR. JOHNSON: | think there's a certain
contradiction or tension here because on one hand, we're
trying to use the experience in the other sectors to junp-
start the health care sector, which we mght think is nore
art than science, and try to do this sort of process and
system stuff.

It's sort of |ike using hand grenades to nake
rifle shots. |I'mnot sure we can describe all the systens
that are going to work or not going to work here. There's
going to have to be sonme experinmentation. So |I guess what |
would like to see is the idea of like there's nore text of
certainty in this draft chapter than | think there is
certainty, although I think the recommendati ons are the
ri ght recomrendati ons.

| guess it's like you said before earlier about
the errors chapter, that there was nore problemw th the
text than the recommendations. | think it's this tension of
trying to find exactly the right thing and not waste the
time and just transplant it from another industry.

| guess all | can think of is putting a nuclear
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reactor in every hospital or putting all operating roons on
ai rplanes to reduce, but I won't go there.

DR CURRERI: | think there has been a fair anount
of experimentation, we just didn't call it that. For
i nstance, in nosocomal infections in hospitals, hand-
washi ng procedures and nonitoring of that, those are al
exanpl es of systemfailures really. They' re not necessarily
i ndi vidual failures and the reduction in nosocom al
i nfections has responded to that kind of experinentation.

MR, JOHNSON: But don't you think wth these
targets and standards and all these other things, we're
trying to push it to a real process quantifiable outcone
measurable to the tenth deci mal point experience?

DR CURRERI: | would agree with the tenth deci ma
poi nt, but...

MR. MacBAIN. The logic is the sane and that's
identifying ways to reduce random vari ation, but the
processes are very different and the product you're working
with is a human being, which is a whole lot different from
steel .

MR, JOHNSON. At |east two human bei ngs.

M5. DOCTEUR: The third recommendation is simlar
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to one that you discussed at the last neeting. It basically
calls for Medicare to consider opportunities for addressing
error in devel opi ng coverage in paynent policies, quality
measurenent initiatives, and quality inprovenent prograns.

VWhat's mssing fromthis list that was there | ast
time was the conditions of participation that was the
subj ect of extensive discussion last tinme. So that's the
change to this.

MR, JOHNSON: | think there's certain irony that
conditions of participation spells COPS in your acronyms in
your chapter.

MR. SHEA: This is nore related to two than to
three, but it could go either way. There's a little bit of
sense that | got fromthe witing here of Medicare being
sort of behind the curve here. | don't know whether we need
to make a judgnent at all.

| do think, though, that it would be useful to
have a positive statenent about Medicare needs to play a
| eadership role in this area.

M5. DOCTEUR: The fourth recommendation again is a
new recomendation in that it calls for Medicare to work

with its providers to define and pronote effective and



161

efficient error reduction processes, structures, and
activities, and I think we could pull in sone nore of the
experinmental |anguage here.

Anot her new part of this recomendation is to set
progressive targets for inprovenent in patient safety.

DR. CURRERI: | don't know if | asked you this
guestion last tinme, and if |I did, |I don't remenber if you
answered it. Wat |I'd like to know, and it particularly
relates to your discussion at the top of Page 10, is sone
material, if a QO was collecting this material, is that
protected from di scovery?

M5. DOCTEUR: Let ne clarify that. The Q Gs do
have protection in terns of they do not have to disclose the
information to a plaintiff's attorney. They've been
| egi slatively protected fromthat.

The concern, as | understand it, arises in that
the state laws are different. So in sone cases in certain
states, by providing information to the peer review
organi zations or the quality inprovenent organizations in
that state, that provider m ght then be subject to the | aws
of that state and because they've disclosed it, if it's

consi dered external disclosure in that case in that state,
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then once they've disclosed it externally, they have to
di sclose it el sewhere.

Information is protected within the provider and
its quality assurance prograns internally. PRO has
protection. The question is at the state |evel once they
have made the transfer to the PRO

DR CURRERI: | just think, to be very honest and
very blunt about this with a concern about punitive danmages,
| sinply don't think this kind of a systemunder the QO
will ever work with the average practitioner who is
frightened to death that he's going to lose all his
financial security.

So it's got to be protected and we don't really
di scuss that again.

M5. DOCTEUR: Would you |like to make a stronger
statenment in here? | mean, we refer to the fact that the
Joint Conm ssion is actively pursuing getting sone federal
standards about confidentiality. | nean, would you like to
say sonething nore about that other than to note that it's
bei ng --

DR. CURRERI: The reason | would like it is

because | don't think this nice systemthat you describe at
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the top of Page 10 will ever work unless you have that
factor in there. WMaybe others disagree.

DR. NEWHOUSE: Does anybody di sagree? Maybe you
could bring back a recomendation for us tonorrow to | ook at
| anguage.

MR. MacBAIN. | just wanted to add that there are
ot her organi zations that collect simlar data, particularly
managed care conpanies. Janet, | don't know what your
experience is, but that was a concern of ours in
Pennsyl vani a, that we were collecting data that was sim|lar
to data that hospitals and Q Gs coll ected, but w thout the
sanme protections fromdiscovery.

M5. NEWPORT: | would agree and then there's
others, like for exanple, the Departnent of Labor is
requesting information on prior clains experience
collection. Hunting through our systens retroactively is
really inpossible, but it speaks then to the privacy of
those 50 other patients and |inking up what you can di scl ose
and use under discovery when -- there's conflicting issues
internms of privacy in your systens controls and everything
el se.

So |l think this is a real area that we have to be



164

very careful about, what kind of direction we go in.

DR. NEWHOUSE: Any ot her discussion on this
recommendati on? Ckay, onward.

M5. DOCTEUR. This is a new recommendati on, al so.

It specifies that you believe that Medicare shoul d not
establish maxinumtol erance rates for errors in conditions
of participation.

DR ROAE: | think this is a great recommendati on

M5. DOCTEUR: | should clarify sonething that's
actually inaccurate in the current chapter text. At this
poi nt, an external reviewer pointed out to ne that HCFA
standards for nursing honmes do, in fact, at this point
specify maxinumtol erance rates for errors. | had been
aware of that previously, but | thought it was just a
Medicaid rule, but it's, of course, both Medicare and
Medi cai d.

So basically by making this recomendati on, you
woul d say not only should they not go ahead and do this for
hospitals, presumably, but they should rescind this rule for
their nursing hones.

DR. ROAE: | think one of the inportant things

here is that this would -- the only way we're going to get
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rid of or mnimze errors in nedicine is if we know they
occur. This would be a dramatic disincentive for
institutions to report the presence of errors.

DR. NEWHOUSE: Because it raises the question of
what kind of reporting they're getting from nursing hones
and whet her anybody's been disqualified on the basis of
errors.

DR. RONE: The people who report errors are nurses
because they're at the bedside or they're the ones giving
the medicine or noticing the effects of whatever, and this
woul d be just a dramatic disincentive. The conditions of
participation is such a dramatic nucl ear warhead threat that
conmes out of nowhere.

"1l give you a recent exanple and that is, sone
of you may have seen an editorial | published that was
critical of HCFA in the New Engl and Journal of Medicine.
Forty-eight hours later, we had a spontaneous, unannounced
communi cation indicating that they were going to renove our
condition of participation in the Medicare programand we
had a one-week on-site review out of nowhere for sone
previously filed concerns.

| mean, one feels in the environnment out there as
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if it's a tough regulatory environnment and to add nore
conditions of participation, particularly that are

di sincentives to report errors is areally scary thing. So
|"mnot sure, by the way, there's any relationship between
those two events that | referred to.

MR. SHEA: It sounds like it could have been
prevent abl e, too.

[ Laught er. ]

DR. RONE: More than one of ny coll eagues said,
did you have to wite that editorial?

M5. NEWPORT: All of this conmes together for ne in
terms of sonme things that we've been doing in not only ny
conpany, but the industry in terns of overarching conpliance
prograns. We've all tal ked about that, but it has to do
wi th, does an entity, however you want to define that, have
processes in place that are structured to inprove quality of
care going forward.

This is not -- you can't necessarily put this to
nunbers. There's a ot of work being done there, a |ot of
benefit to entities, if you excuse the expression, that do
this to mtigation. There's a whole body of effort underway

whi ch woul d have hel ped Jack right away if it had been
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there, but | think that we need to |l ook at what is the
intent of the process to nake sure that errors are kept to
t he absol ute m ni num

| think that sonehow | don't feel we've made that
clear a statenent, that there's a real benefit to having a
formal programlike that in place. Lots of folks are doing
that and hospitals and nanaged care plans and ot hers and |
thi nk that that does speak to not going to sort of arbitrary
nureri cal val ues, but the process and what you do to manage
your risk and what you do to make sure that the outcones are
t he opti num

MR, SHEA: As much as | nornmally like to associate
nyself with the opinions of Dr. Rowe, | don't think anybody
-- | haven't heard people argue for this, that is setting
tol erance rates for errors, but | can imagine if we were at
a different state of know edge or science on this, which
we're nowhere near, that soneone m ght say, well, what about
target rates in certain limted kind of areas.

So | wonder if taking a position on this nowisn't
just going up a tree to get ourselves in trouble.

DR. RONE: | thought HCFA said they were going to

do this.
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M5. DOCTEUR: HCFA does do this right now for

nursing homes and they're planning to do it for hospitals if
and when --

DR. ROAE: Oh, they're planning to do it?

M5. DOCTEUR: Yes. They're in the draft
conditions of participation for hospitals right now

DR ROAE: | agree with Gerry, but | think in this
case, they actually are planning on doing it.

M5. DOCTEUR It's in the draft conditions.

DR. NEWHOUSE: Can | ask about the experience with
nursi ng hones? Has any nursing hone been disqualified
because of too high an error rate?

M5. DOCTEUR: | can verify that no, but ny
understanding is no. There's been a whol e issue about how
wel |l HCFA is enforcing the standards anyway.

DR. NEWHOUSE: So that is certainly consistent
with just chilling reporting.

DR. LAVE: Wy don't we have a nore forcefu
statenent that says sonmething like, we think this is an
extraordinarily inportant issue, that we have to get it
started or whatever it is, that we think the FAA thing was

very good, and that we think it's premature to in fact make
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it part of the conditions of participation if you want to
devel op good syst ens.

That strikes nme as what we have said all along,
what the FAA has said, and what the providers have said.

DR. NEVWHOUSE: Renenber it didn't work until it
got to NASA, so you have to have -- the reporting actually
has to be to sone body presumably other than HCFA

DR. LAVE: R ght, but it strikes ne as being very
strange that we have a whole report. The front part of the
report says, if you want this to work, you have to renove it
froma punitive system and then for the systemto have a
recomendation that says, well, we said all that, but we
really don't believe it.

DR. ROAE: This says we believe it.

DR. LAVE: Oh, should not, right? GCh, I'msorry.

So | agree with this.

[ Laught er. ]

DR. ROAE: Could we renove the last 25 m nutes
fromthe record?

DR LAVE: GCerry got ne all confused. | thought
it was --

DR. NEWHOUSE: Any ot her discussion of this
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recommendat i on?

MR. SHEA: Can | pursue this just a little bit
further?

DR NEWHOUSE: Sure.

MR. SHEA: Can you give us a little bit of what
HCFA' s thinking is here? |1'mkind of surprised.

MS. DOCTEUR:  No.

[ Laught er. ]

MS. DOCTEUR: Perhaps there's soneone here who can
enlighten us in public comment, but | can speak to the fact
that there has been an extensive outcry frompractically any
part of the health community that has addressed this
particul ar issue. Anyone who's addressed it conpletely
opposes the idea of setting these standards for reasons that
-- sonme of themare discussed in the chapter text, concerns
about the punitive nature of doing this, concerns that it
sends a nessage to beneficiaries that a 5 percent error rate
is acceptable when they feel that the nmessage shoul d be that
we shoul d al ways be striving for continuous quality
i nprovenent in setting goals for inprovenent and that zero
percent should be our ultimate goal. So are sort of the

concerns. | haven't seen a response from HCFA,
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unfortunately.

MR. SHEA: And if people knew what the error rate
really was, they'd really be upset. | guess I'mjust a
l[ittle bit unconfortable, but | think I'mprobably in a
mnority position.

DR. ROANE: The other thing is, it's sonething that
-- not only is it a disincentive for reporting, but it's an
incentive for gam ng because this is a rate and that neans
there's a nunerator and denom nator. You want to get your
rate down? Okay. Everybody who gets adnmitted to the
hospital gets the follow ng four nedicines, you know,
aspirin, Mal ox, whatever, boom boom boom and all of that
goes into the denom nat or

So whatever your error rate is, you're reducing it
because you're making sure that there are 10,000 a week
errors that are right because you nake themreally sinple.
So the rate goes down. | nean, it's just stupid. Wy don't
we have a recommendation saying, we think that this idea is
st upi d?

[ Laught er. ]

MR. MacBAIN. | think we should a footnote with

Jack' s quote and a picture.
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M5. NEWPORT: You could get another letter here,
Jack.

DR. W LENSKY: Have we been sufficiently hel pful?

DR. NEWHOUSE: W' ve got one nore recommendati on.

Now we cone to the post-nortem

M5. DOCTEUR: W have changed the recommendati on
on autopsies. The last recommendation, as you'll recall,
called for the secretary to take active steps to encourage,
| think, appropriate use of autopsies and there was an
extensi ve conversation about our inability to determ ne what
the appropriate rate is at this point.

This recommendati on then is changed to now say
that the secretary should fund research to study appropriate
use of autopsies to try to determ ne either appropriate
rates or to understand better the costs and benefits and to
try to quantify those so we can understand how nuch we
shoul d be doi ng here.

The second part of the recomrendation is to then
do work to assess the benefits of using information in
autopsies, fromautopsies in efforts to inprove quality and
reduce errors.

DR. WLENSKY: Beth, in the text surrounding this
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part, | think twice you make a statenent or reference the
sentinent that George Lundberg had nade that the autopsy
costs fromthe hospital level are included in the DRG base.

| thought after he had presented, soneone had conmented
that that is actually not the case; that when DRGs were put
t oget her, those costs were not included in the base because
they are not a benefit to Medicare.

M5. DOCTEUR: | spoke with that person who did
make that comrent and we've clarified that she was in fact
inerror. It's true that it's not a covered benefit and it
never was, but it's never been paid for as a covered
benefit. [It's been part of acceptable costs for quality and
adm ni strative over head.

Soit'sin there, it's in the cost center, but it
was never a covered benefit so it was never covered
explicitly. That's why it's so hard to determ ne what the
cost of this thing is because it's not a specific line item

It's buried in others.

DR. ROAE: It's in the cost report?

M5. DOCTEUR: Right.

DR. ROAE: In pathol ogy or sonething |Iike that?

\YS]

DOCTEUR: Yes.
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DR. WLENSKY: So presumably it is in Part A, but
it wuld not be in Part B?

M5. DOCTEUR: That's exactly right.

DR. LEVERS: Hospital costs.

M5. DOCTEUR: Yes, hospital costs, and then the
pat hol ogi sts are reinbursed in different ways through the
hospi tal under the arrangenents that they nake.

DR CURRERI: | don't knowif this is inherent in
t he recommendati on or not because it's a fairly general
recommendation, but to ne, | think one of the -- maybe this
shoul d be stated specifically if the others agree with ne,
but I think that the research that the secretary does shoul d
not only study the appropriate use, but also establish
targeted di sease states or targeted nortalities that pose a
potential problem

In other words, to ne it nmakes no sense to
i ncrease the autopsy rate to | ook at people that were dying
of term nal cancer and everybody do it. You really want to
target, it seenms to nme, those that are nost likely to
produce errors in diagnosis or errors in technique or
what ever .

| don't know how to say that and whet her that
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ought to be specific, but | think to establish sone sort of
target population is very inportant to get the nmaxi mum
utilization out of m nimum nunber of autopsies and that's
cost-effective as well.

DR. NEWHOUSE: | may be in a mnority here given
last tine, and | don't disagree with these recomendati ons,
but | am prepared to believe that the autopsy rate is too
| ow wi t hout knowi ng what the right rate is and that it won't
go up w thout paynent.

You' ve got sone discussion of paynent in here, but
as | read the case you nmade, | nean, you tried to be
bal anced, but the case against it really seened |ike a straw
man. | nmean, you said this would not be for patient
benefit, which is true, but if we decide we want to pay for
it, so what.

Then you said it would be after the date of death

Vell, it seens |ike you could wite a line of Poe that
woul d say, okay, for autopsy, you pay for after the date of
death or nothing else. So that hardly seened |like a very
substantive reason

DR. W LENSKY: And not before the death

DR. NEWHOUSE: And not before, right. The inmage |
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got was the conputer was set to reject any claimthat
appeared after the date of death, but you could clearly
program the conputer otherw se for an autopsy code.

Then | guess the other reaction | had was you gave
a figure of $245 million for doing this.

M5. DOCTEUR: Let ne say sonething about that
because | did get some useful comrents from sone of the
pat hol ogi st groups and they asked that we renove those cost
data fromthe chapter and perhaps call for sone rea
research on what the costs are, because | noted how poor the
data are in the text and tried to give an exanple of the
variability in the range, but | wouldn't take that nunber
for very nuch.

DR. NEWHOUSE: Al right. Then | don't think we
shoul d go further than where you go, although as |I say, |
m ght take out the argunents in the text you nmake agai nst
it. | was just going to note that the nunber was about --
as | calculate it, was about three-tenths of a percent of
total hospital reinbursenent, which kind of seened |ike
close to our rounding error in our update recomendations
each year

MR. JOHNSON: | was going back nore to Bill's



177

coment. On Page 21 at the bottom it tal ks about under
Medi care's current requirenents, hospital nedical staff nust
attenpt to secure autopsies in cases of unusual deaths or
deat hs of nedical, |egal, or educational interest.

It seens to me that all the criteria are right
there. The issue is, | guess, just whether or not doing
nor e aut opsi es woul d sonehow hel p the quality process or
systenms or errors issue.

At the sane tinme, though, we note just above that
that the Joint Conmssion in its wi sdom and omi pot ence
dropped its requirenents for autopsy apparently in favor of
requi renents for semnal events which they felt were nore
useful in ternms of addressing the quality issue.

So again, it goes back to ny earlier comment about
the text and the chapter. There's a few places that are
sort of contradictory in what we're saying.

DR. W LENSKY: Any further coments? Thank you
We're going to skip over the informed consunmer choice
section for the time being and go to the section on
i nproving care at the end of |life, and then paynent for
graduate nedi cal education. Then we'll see whether or not

we take up the infornmed consuner choice at the end of today
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or tonorrow norning.

MR. SHAPI RO. Maybe we shoul d just go through the
recomendations in order as well here. These have been
reorgani zed and rewitten fromthe last tinme you saw this
chapter in March, but | don't think they've changed nmuch in
substantive content. The first one is basically the sanme as
in March except we took out the qualifications within a few
years and made it now.

The second recomendation i s about supporting
research and working with professional organizations in the
public. That was responding to sone suggestions by Ted and
others. The second part of this recommendation is really
the sane as fromthe March thing, too.

DR. ROAE: It says private organizations, not
public organizations.

MR. SHAPIRO Private organizations, right.

DR. RONE: As opposed to?

MR. SHAPIRO Mostly |I'mthinking about
pr of essi onal organi zations, accrediting organi zations,
pr of essi onal societies.

DR. RONE: Maybe we should say that. It sounds

like it's for-profit or sonmething. Non-governnmental? 1Is
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t hat what you nean?
MR. SHAPI RO Yes, non-public.
W LENSKY: That's fi ne.
SHAPI RO  Private sector naybe
W LENSKY: | don't know that --

ROWNE: That's even worse, though.

T %3 3 3 3

W LENSKY: | was going to say, | think it's
sonmewhat of a bias about what private and private sector
means. Basically it nmeans non-public, but there's no
problemif you'd like -- at least | don't have a problemif
you want to say non-governnental or non-public.

MR. SHAPI RO. How about non-governnmental ? That's
fine wwth ne. Sane neani ng.

DR. CURRERI: David, can | ask you about one
guestion in your summary paragraph? I'ma little uneasy
about the sentence that says the Medicare Paynent Advisory
Comm ssion joins many others in finding the present
situation intolerable. I'mnot sure it really is
intolerable. | nean, obviously we've linped along with it
for a while and we've tolerated it.

| think another word is called for there because

that's right in the front of the thing.
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MR. SHAPIRO This is a matter of enphasis that

think I should defer to you on as to how extrenme you want to
call this problem |s unacceptable too extrene or is there
anot her word we can cone up with? | think there nay be sone
di fferences of opinion anong conm ssioners on this.

DR. KEMPER: | had the sane reaction Bill had,
that both the intolerable and sone place where you call it
the highest priority, |I think it's very inportant, don't
m sunderstand ne. It's just the sort of sky of falling
| anguage that | felt went too far.

DR. CURRERI: It's the summary paragraph and the
very first paragraph of the chapter.

DR ROAE: | thought it was mld.

[ Laught er. ]

DR W LENSKY: | agree.

MR. SHAPIRO |'m happy to nodify it.

DR. CURRERI: | think unacceptable would be better
for me than intolerable.

DR. WLENSKY: | think having a sonmewhat nore
noderate tone woul d be appropriate. This is inportant, but
many of the things we've been tal king about |ike patient

safety, for exanple, could be regarded as equally inportant.
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DR ROAE: It was worth a try.

MR SHAPIRO I'Ill look through the rest of the
text, too, to find any possibly offendi ng words there.

DR. W LENSKY: | moder at e.

MR. SHAPIRO O extrene. The third
recomendati on --

DR. LEVERS: Before you go on, on the second
recomendation, | want to make sure, David, we're on the
same wavelength with the first. Education, professional.
One of the things that I've been reading is that -- one of
the problens is that end of |life care is not taught in
medi cal school as the professors in nedical schools aren't
trained basically to teach end of life care.

Are you including that? | didn't see that in the
text anywhere. Should we include sonething about basically
part of the curriculun? | hate to get into curricul um
because automatically that waves another red flag, but
somewhere, | think, we've got to cormment that we've got to
start early on in teaching end of |ife care and not |eave it
until someone's been out in practice for a while.

MR. SHAPIRO The only nention of it is at the top

of Page 3. There's a paragraph about professional



182

education, which is added since the |ast version, and
there's one sentence about the boards of internal nedicine,
ot her boards, and resident review conmttees that are

begi nning to require training.

But | don't specifically address it in there and
we can add sonme sentences about educating the educators as
wel | .

DR, LEVERS: | think we ought to add it, if you
don't m nd.

DR ROAE: | think the point is that's residency,
but it's not medical school. The American Board of |nternal
Medi cine is your residency in internal nedicine. You're
al ready out of nedical school by then. You' re past your
formative years, if you will, in ternms of curriculumin
medi cal educati on.

MR. SHAPIRO | think nmaybe after the first
sentence in this paragraph at the bottom of Page 2 | can
say, this training should begin in nedical school and go
t hrough the different stages.

DR. LEVERS: |If we can teach them prenatal care,
we ought to be able to teach them how to handl e the end of

life.
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LAVE: The courtship of end of life.
RONE: We haven't required it.

CURRERI: It's hard to get volunteer patients.

2 3 3 3

SHAPIRO. This is the third recomendation, |
think, which is really the same, unchanged from |l ast tine.

DR. LEVERS: | have one comment, not so nmuch on
t he recommendati on, but in the paragraph above it. W talk
about quality neasures for end of |ife care are sufficient
for use in quality prograns. Are they? Then you go on in
t he next sentence and tell how they're not sufficient.
think we ought to take the word sufficient out.

DR. RONE: | think you should say that they exist,
i ke Meperidine use in others, that nmeasures of quality of
care at the end of life exists and are evolving or exist and
are being inproved. It's not like there isn't sonething.
How s that?

DR. LEVERS. It's just contradictory when you | ook
at the two sentences. They just totally contradict each
ot her .

MR, SHAPIRO | think what | need to explain nore
carefully is that there are sone neasures that are very good

now. It's kind of a spotty and inconsistent field. Sone
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measures are very good; others are being devel oped. Many of
themare ready for use in a quality inprovenent node, but
not in an accountability node.

DR. RONE: They exist and they are bei ng extended
or inproved or enhanced or sonething.

DR. WLENSKY: O actually just sonme of the
di scussion that you just included about they may be usef ul
or appropriately defined for sone purposes but not for
ot hers.

DR. LAVE: | have a question and this is, | hope,
not a red herring, but it's sonmething that | find
extraordinarily confusing. Jack, you're here, so | guess
|'"'mraising these to you as nuch as anybody el se.

We use the word dying and we use the words end of
life. Are they the sane thing? Now, the other reason that
| cone to this is that | had a | ong conversation with the
peopl e from support and they, for instance, were talking
about how the cancer nodel is so different fromthese other
nodel s, and sone of these other nodels have a three-year
time frane over which they're kind of bouncing up and down,
which in point they may die during one of the down, but they

may bounce up agai n.
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They may not consi der thenselves at any tinme over

this process as dying except when they're in the down frane.

But there is a tinme when you start worrying about the
continuation of these people and | keep getting very
concerned about what do we really nean.

Do we nean people who are dying who you have sone
sense? | just don't know whether they're the sanme or
they're different, but what I'd heard Joanne tal k about, the
fact that you have people with COPD and they' re dying, but
they may not die for four years except they nmay die -- it
seened to ne they weren't 100 percent sure whether you're
t al ki ng about good chronic care or good dying care.

MR COSGROVE: | think it's all just semantics,
very subjective. On the sinplest level, you' re dying as
soon as you're born.

DR ROAE: | think that the clinically inportant
thing I would say is the care requirenents of the
individual. [If you group individuals who are dying or
entering the last stage of their life, they have certain
commonal ities of care requirenents.

There are people who are dyi ng who have no care

requi renents. Sonebody can be said, you have a brain tunor
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and when it gets to a certain point, you're going to have a
sei zure and have sudden death, but up until then, you're
going to feel all right. You'll have an occasi onal
headache. You're not in a hospice. You' re up walking
around, but that person is at the end of their life or

dyi ng.

That's not what we're tal king about. What we
shoul d say, sonething in the beginning saying that there is
a group of patients who are requiring progressive -- because
it increases over tine -- substantial health and soci al
support, nedical treatnent at the final phase of their |ife,
or sonething like that. That's the group we're talking
about .

That includes not only patients with cancer, but
that, in fact, includes patients with degenerative
neur ol ogi cal di seases, different nodels, ALS, et cetera, and
it includes people in congestive heart failure or lung
di sease who, in fact, have agreed they won't be intubated.

It includes people wth end-stage renal disease
who have taken thensel ves off dialysis and who are dying.

It includes a whole variety of different patients and each

group has a different trajectory. So we have to define it
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functionally.

DR. WLENSKY: |Is it always progressively nore
resources needed? Again thinking back to the pattern that
Joanne was showi ng us --

DR ROAE: | think that's a good question, Gail
Maybe we shoul d say often progressive.

DR. W LENSKY: Because it struck ne that --
mean, the nature of what nade part of this population so
difficult to identify is the variation and the unknown poi nt
at which they were likely to expire.

DR ROAE: | think that's very good and that
happens very much with AIDS patients. | nean, everybody
thinks they're going to die and then you respond to an
antibiotic for sonme infection, boom they' re gone.

DR. CURRERI: Congestive heart failure and COPD
are exactly the sanme, too. They cone in and they get
i nt ubat ed and everybody thinks the COPD person is going to
die and three weeks |ater he's out.

DR. RONE: The greatest exanple is Karen Ann
Quinlan. They took her off the ventilator and she kept
breat hi ng for years.

DR KEMPER | think it's inportant to relate this
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to our earlier discussion about risk adjustnent related to
di sability because there's an overlap between this
popul ati on and the population that is a high degree of
functional limtations.

So to sone degree, those paynent issues we talked
about before seemto nme related to the care at the end of
life as well, obviously in a | oose way.

DR. ROAE: | have one other question on this
recomrendati on before we're done. W had sone di scussion
about whet her or not HCFA should require sone education in
care at the end of life for residency prograns that were
supported by GVE, since its Medicare beneficiaries were
dyi ng, we want themto get the right care.

The retort to that was, well, the ABIMis
requiring it or the such-and-such different -- | understand
that that didn't reach the point of consensus, but actually
it didn't even reach the point of nention.

DR CURRERI: It's in recommendation two, isn't
it? | nmean, | read that in recommendati on two.

DR. RONE: That's the one |I'm |l ooking at which is
to sponsor projects to devel op.

DR CURRERI: | was thinking on the research on
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the care of work with private organi zati ons since they
educate the profession. | read educate the profession
exactly the point you were making | ast nonth.

DR ROAE: But it doesn't say require it.

DR. NEWHOUSE: Jack, aren't you nervous about HCFA
speci fying requirenents for nedical education?

DR. ROAE: Yes, |I'mnervous. |'mnervous at the
reaction of ny colleagues in the field. |I'mjust trying to
provi de better care for people who are dying who are
Medi care beneficiaries. |I'mtrying to find sone way --

DR. NEWHOUSE: The issue is what doors you're
openi ng.

DR ROAE: | understand. |1'mjust trying to get
it in the narrative. W've got to do a better job at this.

DR. CURRERI: Then you're going to have to have
sone sort of regulation that says how nuch, how | ong.

DR. W LENSKY: Wy can't we just have sone
di scussion in the text that this needs to be a part of a
curriculumw thout having -- | nmean, it's not a specific
t hi ng.

DR. ROAE: Maybe sonething |like one issue that has

been raised in the discussion has been the feasibility or
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appropri ateness of, or sonething like that.

DR. W LENSKY: W can tal k about the need for
sonet hing to happen without having it in the context of a
recommendation or a directive.

DR RONE: That's fine. | would that we were at
| east noving in the right direction.

DR. NEWHOUSE: | would think even necessarily a
regul atory sol ution.

DR. WLENSKY: By all nmeans not a regulatory
sol uti on.

MR. SHAPI RO The last recomendation is a
consolidation or summary of the ones that | had nentioned
before which were repetitive really of an earlier quality
one, so | thought this would sort of serve as a pl acehol der
for this topic, and then the specific points are in the text
now in the chapter itself.

DR. ROAE: The only other point | had on this was
that we had sone di scussion about the fact that there's a
palliative care DRG that's under deno, and | thought we
m ght include it in the chapter, some conment about the fact
that it does exist.

MR. SHAPIRO | actually hid that in a footnote
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t hat was obviously well -hi dden.

DR RONE: | mssed the footnote. |'msorry.

MR SHAPIRO. It's on the bottom of Page 3
f oot not e one.

DR. RONE: Oh, yes.

DR. W LENSKY: Wuld you rather have it within the
di scussi on?

DR ROAE: Well, | asked that it be included and
it was included, so | guess | can't conplain.

DR. W LENSKY: We can think about whether -- which
way i s nost appropriate, whether to have it as a footnote or
to bring it up as part of the discussion.

DR. LAVE: | think it should cone up in the text.

MR. SHAPI RO Easily doable.

DR. LEVERS: Looking at this, it just hit nme that
the notive of nmanaged care planning is -- | guess that does
i nprove care at the end of |ife because of the term nal
crisis. | think that's where you're heading. Well, it just
bot hered ne that that's not really part of care at the end
of life, but | guess if you're just isolating it to a
termnal event, it is.

DR. WLENSKY: One of the problens that has
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happened that | was concerned about when this was raised
while | was at HCFA is that the current provisions al nost
assure that the main tine this pops up, unless sonebody
makes it an issue before that, is when you're in an event,
which is probably the worst tinme to be having this

di scussion. So | think the intent, which I very nuch
support, is this ought to be part of a non-crisis

di scussi on.

DR. ROAE: | think people have to understand what
actually happens. | just finished a nonth as attending
physician in the nmedical intensive care unit at our hospital
on rounds six days a week with the house staff, which
everybody can be happy they didn't sick the |ast nonth, and
every norning when | would cone in on rounds, there would be
a couple new patients on a ventil ator who probably shoul dn't
be on a ventilator.

The reason that they were on a ventilator and they
were transferred froma nursing home and they were
irreversibly, irretrievably ill and had advanced cognitive
i npai rment syndrome, but nobody knew at the time they rolled
into the enmergency roomwhat the intent was. The people in

the emergency roomdon't have tine to flip through a big
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record. They either have to intubate the patient or not.

Then the house staff in the ICUis stuck because
it's hard to withdraw that kind of therapy as opposed to
withhold it. So we need to really --

DR. LAVE: Wy don't we get nedical wi st
bracel et s?

DR. NEWHOUSE: This sounds |ike a systens error.

DR. RONE: This is identified by the support study
and it's a systens error, that nost of the tine the advance
directive is in the nursing honme record and doesn't get
transferred to the hospital with the patient.

DR. LAVE: You can have a Medic-Alert bracelet.
amallergic to aspirin and I would like to not be intubated.

DR. ROAE: That's right, do not even think about
intubating me. | think that this is a very significant
expenditure issue for Medicare. |If HCFA is |ooking to save
nmoney, there are lots of --

DR. NEWHOUSE: Maybe we shoul d cross-reference
this in the error chapter then as this is an exanple of a
systens problem

DR. WLENSKY: It is. | nmean, it's nore than

that. For many people, it's not a problemof not getting
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the right information to the energency. |It's that nobody
has ever had this discussion. But it certainly is also a
probl em sonet i nes.

DR. RONE: Physicians are very bad at this. |
think that's part of it. Part of it is physicians never
bring it up even with cancer patients. |It's hard to
i magi ne.

DR WLENSKY: But | think it would be that
there's undoubtedly a systens error probleminvolved in this
as well and getting the right information to the right
pl ace.

DR, LEVERS: | think nmy problemis that we' ve got
four recommendati ons, one of which basically has mniml to
do with inproving care at the end of |ife, except at the
very termnal event, and | don't want peopl e thinking
because they're doing this, that they are basically doing
sonething in this total sequence of the end of life. Maybe
you could just nention sonething along that line in your
t ext.

MR. SHAPIRO M conception is that the advance
care planning is not necessarily restricted to what to do in

an acute and termnal crisis, but also what to do over the
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three years of the |ast stages of CHF or COPD and how to
handl e care as it cones up and how to neet palliative care
needs along with doing curative things, which is sonething
that I think is not really well understood or defined, but
it's just sonmething we need to start | ooking at.

DR, LEVERS: | think you need to put that in your
narrative. | have one other point. One of the very
inportant parts is the hospice care. W don't dwell on
hospi ce care as nuch in here, and should we have sonet hing
in here about hospice care?

Shoul d we have sonething in here about getting rid
of the six-nonth requirenent and what happens if soneone
gets into it and then suddenly their disease doesn't
progress as you would anticipate it's going to progress and
they get better and they have to conme in and out. All of
this is part of providing that care.

| don't know if you want a recomrendation, but |
think it should be in there.

DR. WLENSKY: | think the discussion, though
actually is very good in the chapter about that.

DR. LEVERS: |I'mtal ki ng now about the six-nonth

el ement that |I'm concerned about. Should we say sonet hi ng
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about that?

MR, COSGROVE: What would you want to say?

DR. LEWERS: | think it needs to be revisited.
When you started hospice and you had a six-nonth tinefrane,
it was a six-nonth tinmeframe. Now many individuals are
still alive at a year-and-a-half and we want to nmake sure
that they're not being discrimnated against or cut off from
support systemns, et cetera.

MR, COSGROVE: | think that would be quite a
mnority situation, at least fromtalking -- sone of the
people I've talked to have said that the average | ength of
stay in hospice is, | think, around |l ess than tw nonths.

DR. NEWHOUSE: 38 days, | think.

MR, COSGROVE: 38 days. The sense that | got is
there's sonething of a fear of having that situation arise
W th inspector general audits that have happened in the |ast
coupl e of years, anything that would conme up like that and
end up looking like that on the record.

DR. NEWHOUSE: | think that's why Ted is raising
t he issue.

DR. LEVERS: That's exactly why I'mraising it.

DR. WLENSKY: But | think at this point, | don't
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think we're in a position to say what we would put in its
place. As | read what was in the chapter, it's that there's
a 60-day and then there's anot her 60-day or 90-day and then
a followon 60 day, and that while technically you can re-up
on the 60-day intervals, there is now sonme concern as to
whet her physicians are reluctant to indicate in this

term nal phase as to whether they' Il be chall enged by the

i nspect or general .

But it's really hard, | think, for us to go in at
this point and make a recomendati on about what we woul d
like in its place without really having done sone thoughtful
work. There is not a lot of careful analysis about | ooking
at the costs expended in hospice versus non-hospice.

| think this is a fine issue for us to try to get
into next year, but | don't think we're in a position to
make any kind of a recomendati on now.

MR. COSGROVE: Because the cost reports begin for
fiscal year '99 with hospice. There haven't been cost
reports since '92. That's a new thing and as those cone in,
that's sonmething the staff can look into definitely.

DR. WLENSKY: | think it's sonething that we

definitely could have for next year. | just don't think
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DR ROAE: | just want to say that over the two
years that |'ve been involved in this activity, the anount
and the content of the quality of the discussion and what
we're doing wwth respect to this issue has, | think,
increased dramatically. | think it's alot of credit to you
guys. Much nore involved with it on the part of the
comm ssioners in this issue than we had when we started.

DR. W LENSKY: Thank you. Contrary to what | said
earlier, we're going to go to the informed consuner choice
section and then nove on, | hope, in about a 30-m nute
period to our |ast section for today which will be on
graduate nedi cal education. W'Il|l do public comrent before
we go into GVE for the sections that we' ve done.

M5. PH LIP: The first two recomendations relate
to actions that the Congress could take to support HCFA's
beneficiary education initiatives.

The first one is to provide the secretary with
nore admnistrative flexibility by relaxing its legislative
requi renents, especially in relation to the content of the
information materials and the neans of dissem nation. The

second recommendation relates to fundi ng sources.
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Congress can create a reliable source of adequate
fundi ng, specifically through the appropriations process as
opposed to assessing user fees on the Medicare+Choice
organi zations. | don't know if you want to discuss these
first before we get into the last four.

DR. W LENSKY: Wiy don't we discuss these first
two. M sense has been that sonme of themw |l require nore
di scussi on than ot hers.

M5. NEWPORT: First of all, | was astounded at the
anount of information you put in the chapter. Education
obviously was -- you were bearing that well in m nd.

Al'l owi ng HCFA nore admnistrative flexibility, | guess, |I'm
struggling with the term basically.

Under the law, they're asked to do lots of things
and neasure |lots of things and describe lots of things. |
t hi nk sone of that was self-inposed by themand |I'm sure
that even | know sone fol ks in Congress are very concerned
about the scope and where they went with this because it was
sort of as if you asked soneone if they'd like nore
informati on and you say, well, sure, because to do ot herw se
kind of casts you in the wong light. | don't want to know

anyt hing, so you're not going to say the opposite.
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But | think that the point being, and |I'd |ike
nore enphasis on what do beneficiaries need? They need
easily accessible informati on when they want to |look at it,
and that means when they're trying to nake a decision on
changi ng plans or they're | ooking at benefits changes and
that sort of thing. That's our experience.

They don't want to be inundated with a |ot of data
that nmay not be useful for themat that nonent in tine.

Just |ike when we | ook at our own benefits that we are
supplied by our enployer, what are we really | ooking at at
that point in time and what do we need to | ook at.

|, frankly, do not read ny material when | get it.

| look at it when | need to go to the doctor. | look at it
for different reasons. So what are we really defining here
in ternms of need?

So when you say nore flexibility, to nme in a
regul atory environnent, that speaks of asking for nore
information. | think we'd better be very clear that maybe
HCFA shoul d have some choi ce, excuse the expression, in what
they give people that is nore defined to what people need as
opposed to nore choice in what they need to get, because

we' ve known that casting the net out as broadly as possible
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has not been a very good outcone.

It's tended to confuse people, it's tended to
waste noney. | will say I"'mfully supportive of your second
recomendation as full disclosure here. M conpany has
funded about 17 percent of this program sonewhere between
$17 and $20 million.

| don't think I got what | paid for, if you wll,
and | think that we all acknow edge that there was a | ot of
struggle going on with what to do and when to do it, but |
think that sonme of the problemin this was constrained or
pushed by the type of arbitrary deadlines that were set in
order to neet statutory deadlines of when the information
shoul d be put out.

That pushed a | ot of pressure -- put a |lot of
pressure on plans, put a |lot of pressure on HCFA and |
think in seeking the perfect, | think Jack's expression
applies here. W really didn't cone up with the opti mum
outcone. But | think that we're starting to go in the right
direction.

| would just like to see flexibility, redefine
that a little bit and I would nake that suggestion here in

terms of allowing HCFA to sort through options to give
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fol ks, but don't have to give every option.

DR. W LENSKY: Let ne see whether -- |'mnot sure
if I understand, Janet, what you would |ike as a change.
The notion, as | read what was in this paper, is that the
BBA was very prescriptive in terns of what HCFA nust provide
in the way of specific kind of information and what you're
suggesting is a little nore flexibility on HCFA' s part as
deci ding whether -- basically being able to do what you
suggest, which is to decide whether all of the information
that was prescriptively required is really necessary.

So that seenms consistent with what is in there.
guess the only coment maybe woul d be to include, alongside
of the text, that admnistrative flexibility mght allow
| ess to be provided, rather than only nore. That sort of
says enough, that the flexibility ought to be able to allow
HCFA to vary in all directions.

M5. NEWPORT: | would contend that HCFA had sonme
flexibility already in the pure sense, but that's neither
here nor there now. But | think they're going after
everything and they really --

DR. WLENSKY: That's a different issue which

either -- | don't know whether it's raised el sewhere -- one
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is that HCFA m ght not be able to not do sonme things, but if
it has the flexibility, that doesn't nean you're going to

i ke what they do. W had tal ked about the reliable funding
source separate fromthe user fees.

DR. CURRERI: This relates to the second
recomendation and |'m nore concerned wth the text
supporting it than | amthe recomendation itself. | had a
couple problens with it. One is that we seemto -- the
tenor in this part of the discussion seens to be that the
governnment has to provide everything for everybody and | can
envision, particularly if you |look at the bottom of Page 13,
that you could have 5,000 different |anguages that were
spoken and therefore conceivably you'd have to have 5, 000
different options available in various |anguages.

We don't ever talk about what the famly
responsibilities are or the potential of using beneficiary
advocates instead of trying to publish all of this materi al
totry to hit everybody. Then we go on and tal k about the
frail and the elderly.

Sure they have sonme problens, but it seens to ne
that there has to be -- it isn't just a governnent

responsibility, that there needs -- the whole tenor of this
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is that the governnment has to take care of everybody. It
seens to me there are responsibilities of organizations |ike
AARP and others that could contribute here and that al
options don't have to be covered by the governnent. That's
one of ny concerns.

Then the other one is that in here, there is, to
me, the absol ute expression that health care, under the
Medi care system is a right.

DR. LAVE: Is what?

DR. CURRERI: That health care under Medicare is a
right of all citizens and if that's true, we ought to state
that. But | think that what we're saying here is that with
all these diversities, we have to deal wth everybody's
right. W have the same problem when we tal k about two
| anguages in a school or three | anguages or four |anguages
dependi ng on who's attending the school.

Somewhere there has to be a limt and then there
has to be personal responsibility to be able to get this
information. | didn't get anything in there of where the
other responsibilities both individual responsibilities,
famly responsibilities, community responsibilities,

organi zati onal responsibilities cone in.
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| don't think it's reasonable to expect the
government to provide all of these different options to
educat e everybody appropriately, particularly with
di fferences in education and so forth. | just think the
text needs nore of where support could cone from other than
t he governnent.

MR. SHEA: | actually rather like the way this
text read in ternms of this admnistrative flexibility
because | thought it made the point rather than say we know
exactly what's needed and here it is and go do this by this
date. | got the sense here that well, we'll learn nore as
we go along and the departnment needs to have the flexibility
to get a systemthat does it right. You know, give the
right information at the right time, not overl oadi ng people
and not just relying on sort of pieces of paper. So |
actually liked the way it was drafted.

On the point that Bill just raised, | think it's
absolutely right that this can't just be done by a Federal
Government sort of action, but the problemwe have with this
group as we introduce the notion of people choosing based on
information is, they're not a group. At the HBP, these

peopl e, nost of them belong to a professional association or
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a union. They have their enployer, Ford Mtor.

They spend a | ot of noney giving people
information, the UAW There are organi zations that have
responsibilities to those people as part of the
organi zational being. |In this case, we have sort of the
ultimate non-group situation and it really does pose a
chal l enge. As AARP grows, maybe we'll|l solve this problem

DR. WLENSKY: | was going to say, nost of them
belong to AARP. It can be part of their problens, too.

MR. SHEA: We're expanding our retiree's program
so maybe we'l |l be...

DR. W LENSKY: Wy don't you go on?

M5. PHILIP: The next two recommendations rel ate
to how the secretary could build an educati on and
information infrastructure over the long term The first
one is to define and update and then require the use of
standard terns to descri be coverage options.

Bot h HCFA can use these standard ternms as well as
requi re Medi care+Choi ce organi zations to do the sane. The
secretary could al so encourage Medigap carriers and others
who di ssem nate beneficiary education materials to use these

standard terns that they define.
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The second one is to devel op and pronote the use
of decision-making tools to help beneficiaries process this
vast array of information.

MR. MacBAIN. On the first recommendation, | read
this, | recall reading just a few pages earlier, the
description of HCFA's first attenpt at a handbook that was
confusing generally, unhel pful, required clarification,
messages weren't readily understood.

So along with this recomendation, I'd like to see
sone text that gets into ways of testing the utility of the
standard term nology. |It's not just a matter of
standardi zing it, but developing term nology that's
under st andable. That's even nore critical given the
statistic that 40 percent of the people this is intended for
won't be able to read it anyway.

M5. ROSENBLATT: | think the standard ternms, to
add to what Bill said, I think it's going to be tough, but
it could be worth exploring. | also want to express
conplinments on the rewite of the chapter versus our | ast
meet i ng.

| was very, very happy about the way the standard

benefits was treated based on the discussion. | thought the
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chapter did a great job of pointing out the problens with
standardi zi ng benefits, particularly in the appendix. So
that was terrific.

| have an issue that | didn't raise on the
deci si on-maki ng tools that affects nmy conpany. Wen we
t hi nk about doi ng decision-making tools to help people
deci de anong options or decide anong products that we offer,
we' re al ways concerned about sort of going too far and
ending up with sonme kind of legal liability for pushing
sonebody in a given direction.

| don't know. WMaybe we need a caveat here. |'m
not an attorney, but it just may be sonething to think
about .

DR. W LENSKY: Any other coments on these? You
want to proceed?

M5. PHI LIP: The last two recommendati ons deal
specifically with how to foster consuner protections. The
secretary should closely nonitor marketing practices of
Medi car e+Choi ce organi zations and then specifically study
vul nerabl e groups and their informational needs, their
i nformati onal use, and their enroll nment patterns.

DR. NEWHOUSE: This is along the lines to Bill and



209

Cerry's exchange on vul nerabl e popul ations, but ny reaction
to this was this recomendati on needed sone perspective.
There's lots of choices that the Medicare popul ation has to
make. Most inportantly, they have to make choi ces about
treatment options, they have to nmake choi ces about what
provider they're going to go to. They have to nmake a choice
about Medi gap. You discuss Medigap, but not exactly in this
context. And they have to nake a choi ce about plan.

Now, arguably, treatnment options and provider
choices are at |east as inportant as choi ces about plan, but
we don't say anything about that range of choice or about
vul nerabl e popul ations' potential problenms w th naking that
range of choice.

If we're tal king about devoting resources to
i nprove deci si on-maki ng by vul nerabl e popul ati ons, |I'm not
persuaded that it's best directed at the choice of plan as
opposed to other choice options they m ght be making. That
gets again back to what is the role of governnment in
facilitating choice.

| think what I'm |l ooking for, | think, would be
sone perspective in the text that choice is, in sone sense,

pervasive, and it's not just limted to choi ces about plans.
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M5. PHILIP: The choice of both treatnent and
provi ders?

DR. NEWHOUSE: Yes. You bring up the Medigap
exanple, but not in the context of -- | nmean, that's also a
choice. You bring up that they have to choose Medi gap, but
it'"s not kind of -- that's really separate fromthe
di scussi on of the vul nerabl e popul ations or what we have
done to inprove choice there for vul nerabl e popul ati ons.
"' m not sure we've done nuch.

M5. DOCTEUR: Joe, | wonder if tying this also
back to sone of the concerns you raised at a previous
nmeeting regarding the selection issue may have cone into
pl ay here regardi ng studying the enroll nent patterns of
vul nerabl e popul ations to see whether they differ than
ot hers and whether there's any selection issues there.

DR. NEWHOUSE: They're potentially related, but |
think I can distinguish them The issue of what information
peopl e have and how they're choosing is -- as | say, | was
| ooking nore for the point -- your point is fine, but I
think the notion in the chapter when we're tal king about
structuring beneficiary choice, the choice goes beyond

choice of plan and it applies to both within plan and within
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the traditional Medicare. There's |ots of inportant choices
peopl e have to neke.

DR. WLENSKY: And nore there's this concept that
we sonetines act as though only with the adoption of
Medi car e+Choi ce do we have a need for information so that
seniors know what they're choosing. But it's basically
t hroughout the system whether or not they go into the
+Choi ce worl d that they have these needs.

DR. NEWHOUSE: Do they go into a nursing home, for
exanpl e, or when do they go into a nursing hone.

MS. ROSENBLATT: The only comrent |'mgoing to
make and maybe being too sensitive here because ny conpany
sells a lot of Medigap policies, but in the text when you go
t hrough the di scussion about what |ed to the Baucus
anmendnent and OBRA, at least as | said | may be too
sensitive, but | kind of felt that you were left with the
inpression that all the carriers and all the agents that
sold these products were kind of doing very bad things.

It would be nice to have a sentence there that
sone carriers were doing the right thing.

DR CURRERI: | don't know whether it's one or

two, but it's the recommendati on the secretary should study
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the enrol |l ment patterns of vul nerabl e groups such as | ow
i ncome beneficiaries to assess whether their informational
needs are adequately net.

|"d like to take out vulnerable groups. | really
think the secretary should study the enroll nent patterns of
t he whol e Medi care population, and | can tell you that |
counsel a | ot of people making choices in Medicare and who
can read, who are not frail, who are not elderly, and who
are very confused as to their options, and by and | arge,
when it really gets down to it, even though | try to explain
all the options to them they say, well, what should | do.
Just tell nme and I'll do it.

So | really think we need to | ook, because ny
guess is that many people are going to their physicians or
their enployer or the union or sonebody and saying, tell nme
what to do, and not sitting down and trying to study all of
t hese options.

So | think we really need to study, because that's
one way of choosing your options when you becone Mdi care-
eligible. Mybe there are ways that it can be presented to
t hese people, but | don't think it's just the vul nerable

popul ations. In fact, | think the vul nerabl e popul ations
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probably have an easier tinme because the children are making
t he decision and they can nake decisions a | ot better than

t hose reaching the age of 65 and suddenly are overwhel ned by
all these different opportunities.

DR. WLENSKY: Bill, a lot of the children are 65.

DR CURRERI: That's true. But at any rate, |
just -- 1 didn't like the enphasis on just the vul nerable
popul ati ons because | don't think that's -- | think the
problemis w despread.

MR. MacBAIN:. What Bill just described rem nded ne
of one of the earlier recomendati ons on pronoting the
devel opment of interactive decision-nmaking tools because
Bill is an interactive decision-nmaking tool. And that role
of physicians, in particular, but also children and ot her
advisors is crucial, | think, and that we may brush by that
alittle too much in the text.

The role that HCFA could play in providing
materials that could help in human interactive deci sion-
maki ng tools interact in a way that hel ps peopl e nake
decisions, | think, may be the useful thing that can cone
out of this. You didn't know you were an interactive

deci si on-maki ng tool, did you?



214

DR. W LENSKY: Any further discussion? Thank you

W're going to nove to the |ast section for the afternoon.
Excuse nme. Let's go to public conmment on what we have done

fromthe renal -- anyway, any of the public discussion that

people would like to raise now for the |ast several topics.

MR LISK: Good afternoon. Today we're going to
continue our GVE deliberations and expand upon a di scussion
we had at the last nmeeting. |If you recall, we wal ked
t hrough -- we tal ked about options regardi ng Medi care direct
GVE paynent and direct nedical education adjustnment and at
t hat neeting, Joe discussed the basic econom c principle of
apprenticeshi p training.

But if you're getting training that is useful
anywhere, the enployer has no incentive to pay for it. The
trai nee bears the cost of that training in the formof |ower
wages.

To inplenent this concept, the comm ssion then
di scussed novi ng what we now | abel direct nedical education
expenses into patient care costs and recal culating the
i ndirect medical education adjustnment to reflect this shift
in cost fromone paynent to another.

VWhat we want to do today is continue that
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conversation, review the basic conceptual construct,
including the inplications this approach has for Mdicare
paynment policy, and the comm ssion's GVE report, and al so
consi der sone of the issues that will need to be addressed
if the comm ssion adopts this approach.

Hopeful |y you can cone to sonme consensus or
deci sion on whether you want to adopt this concept for the
August report. So let's nove on to the first slide
concerning the conceptual frameworKk.

First the basic theory says in conpetitive |abor
mar kets, a rational enployer will not pay for general
training. The basic concept in apprenticeship training is
that the enployer derives no direct benefit for providing
training if the enployee can | eave the firmand use that
training in another setting. Therefore, the enpl oyee pays
for the training.

Resi dents pay for their training by providing
services and accepting | ower wages than they could earn
el sewhere. Their pay reflects the value of those services
they provide mnus the cost of their education. Medicare's
direct GVE paynent then represents Medicare's share of the

val ue of resident services.
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| provided a sinple chart that basically reflects
what's going on. Basically the patient care services being
provi ded by residents equals the sum of the residents’
sal aries and benefits plus the cost of training, in
principal. This right-hand bar is what we observe as direct
GVE training costs.

Residents' salaries in this nodel are a function
of the product they produce and the cost of training in the
institution. |If the cost of training is greater than the
val ue of the services, then the trainee would pay a tuition
in that circunstance.

So what are the inplications of this concept for
Medi care paynent policy? Well, first is that the cost of
services provided by residents should be recogni zed in
patient care paynents rather than as a separate education
paynment. Residents are providing services and those have
been |l eft out of the cost base for what we are paying for in
terms of inpatient paynents.

Resi dents are paid a sal ary because they provide
patient care services. Excluding themfrom patient care
paynments underestimates the cost of providing patient care

services for patients in those facilities.
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Second, the higher cost of teaching hospitals
potentially should be recognized in DRG paynents if they
refl ect nore severe case m x or nore advanced care, a
di fferent product fromother hospitals. And in effect, what
we' re including when we consider residents' costs, sone of
what residents are doing are |like physician-type of
services, so we're tal king about sonmewhat of a different
product al so being produced in a teaching hospital from
anot her hospital.

Third, it also inplies that the training in
wor kf orce issues in this concept are distinct and separate
frompatient care paynent issues. Currently under the
di rect paynent, we have these things integrated into the
direct GVE as a workforce paynment or what is it. So this
has inplications for Medicare's involvenent w th workforce
policy. It reinforces the notion that Medicare's primary
responsibility is for providing patient care. It
potentially | eaves workforce issues off the table for
Medi car e.

Now, if Medicare has paynent biases that m ght
af fect the workforce in sone way, those could sonehow be

factored into the paynment in those situations. But in
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general, we're tal king about workforce as a separate issue
here, a way for Medicare paynent policy.

So how can this concept be adopted into paynent
policy? Well, we nust recognize that residents provide
patient care services and in that they're a value for their
servi ces being provided, and we've identified three basic
ways of doing this.

First basically is the status quo in terns of what
current Medicare paynent policy is where we consider the
direct GVE paynent as a paynent for services being provided
by residents. 1In essence, we are just renam ng the current
paynment from an education paynent to a service paynent.

A second approach would be to bill for the
services provided by residents directly. To the extent that
residents provide additional services to Medicare patients,
provi ders could be reinbursed for those service costs
directly.

A third approach, and that's the approach the
conmi ssion di scussed at the last neeting, is incorporate
direct GVE costs into the indirect nedical education
adj ust nent .

DR. NEWHOUSE: Craig, clarification. Can't
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residents bill directly if the institution does not accept
GMVE paynent ?

MR, LISK: The residents, if they are a |licensed
physician and not in a training program can bill for
services for the institution in terns of when they are
nmoonlighting. But they're not in the physical presence of a
training programat that point in tine.

DR. NEWHOUSE: | thought, at |east at one tine,
they were allowed to bill directly if the institution didn't
accept GVE paynents. No?

DR. WLENSKY: That's consistent, though. That
woul d be effectively not being in for paynment purposes a
trai ni ng program

MR. LISK: Probably, if they wanted to be excl uded
fromdirect and indirect paynents.

DR. NEWHOUSE: The institution just declines the
paynent .

MR. MacBAIN.  Sonebody bills.

DR. NEWHOUSE: Yes, sonebody bills.

DR ROAE: It sounds like an institution can
accept GVE paynents institutionally and give a resident, if

he or she happens to be noonlighting at the tine.



220

DR. NEWHOUSE: Yes, away fromthe institution.
wasn't raising that issue.

MR LISK: | don't know if soneone is aware of
cases of that situation

DR. NEWHOUSE: |'mnot sure it's ever happened.
just thought it was open under | aw.

MR. MacBAIN. It's interesting because to get back
to the original argunent on this, is there a way that we can
estimate what the market value, if there is such a thing,
what the resident services would be if they billed for them
versus their stipend because that would give us sone sense
of this equivalent tuition that they're paying by accepting
| ess incone.

DR ROAE: | hadn't seen this recommendati on
before, per se, but given the anount of paperwork associ ated
with billing Medicare and the increasing concerns with
respect to fraud and abuse and reviews and audits and
threats of crimnal prosecution, | nmean, residency is hard
enough, Craig. To have people now start billing for every
service that they provide doesn't seemto ne to be
overwhel m ngly attractive. | haven't heard what other

unattractive options you have, but certainly -- this is
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supposed to be a training program

MR LISK: It's one way of theoretically financing

DR. WLENSKY: And | think right now we ought to
|l ook at this as that in principal, these are options.

DR. RONE: Theoretical options.

DR. NEWHOUSE: | think they're nore than
theoretical. | think they' re actual options now.

DR. LONG Don't you think billing would be good
training for all of those audits that cone | ater?

DR. RONE: That's a good point.

MR, LISK: The third approach again is
i ncorporating resident costs into the I ME paynent fornula in
sonme way and that's what |I'mgoing to concentrate nost of ny
di scussion on this afternoon.

DR. W LENSKY: Unless you would like him Jack, to
concentrate on --

MR LISK: | could go back to the billing stuff if
you' d like, but that seened to be sone of the directions the
comm ssion was |leading to, but I wanted to nake sure that
you had at | east what we thought of as the ways we coul d

t hi nk about inplenenting this concept.
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So first I want to just go on and tal k about the
advant age of incorporating these costs into the I Me
adjustnment. For one, it would clarify Medicare's role in
that Medi care pays for patient care services. It would get
rid of this distinction of what these costs are as direct
training costs and I think it would potentially help clarify
things in ternms of what Medicare's role is here.

Second, for many people, this would be considered
a benefit; for sonme it may not, the second option. It would
reduce variation in paynents across providers, inproving
paynment equity across providers and creating better
consi stency in paynent policies within the Medicare program
whi ch has noved over tinme fromfacility-specific paynents.

The direct paynment currently is institution-
speci fic paynent anount based on historical costs. Now,
when you do this, of course, you're going to have sone
variation, so the variation would be reduced. So sone
peopl e are not going to consider this as an advant age
because they're going to | ose on that side of things.

So | just wanted to nmention that. But in general,
in ternms of paynent consistency within Medicare's

principles, it would be considered an advantage. Third, it
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woul d support teaching hospitals to the extent they provide
addi tional patient care value consistent with the current
paynment system

But what are the potential disadvantages? Well,
for one, it would continue to |link paynents to residents.
Implicitly there still will be a per-resident subsidy
provi ded by Medicare which may affect hospitals' decisions
on the nunmber of residents they train.

DR. CURRERI: | thought under the BBA you can't

increase it.

MR LISK: It's still the marginal resident. Even
t hough there's a cap, you still have how many residents you
have. So you still have the incentive to be potentially up

to the cap versus what is the right product mx for what you
t hi nk you should have in your institution, which may be | ess
than the cap, it could be nore than the cap.

DR. CURRERI: In other words, the inducenent is a
financi al inducenment?

MR LISK: There still would be a financi al
i nducenent there because you're paying on a per-resident
basis, is basically what we're saying.

Secondly, paynents would be only -- in initial
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concept, paynents would only be linked to inpatient
paynments. It does not address paynents for residents’
services furnished in other settings, in dealing with the
anbul atory training sites and such.

So now | want to nove on --

DR. NEWHOUSE: Craig, just in terns of witing a

chapter, disadvantage seens to nme has to be relative to sone

counter-factual. | think these statenents you' ve got are
right, but they're not -- disadvantage seens to nme to be
sonething that well, relative to the status quo or whatever

the alternative is, this would nmake it worse.

DR. WLENSKY: It's inplications.

MR LISK: | think you' re right. There's sone
aspect of this. On the second point --

DR. RONE: These are other features.

MR LISK: Well, there's other inplications.
There tend to be disadvantages in the current systemis how
| was doing it out. It continues those things.

The second one, theoretically, it may nmake it a
l[ittle bit worse.

DR. NEWHOUSE: D sadvantage has to be relative to

sone specific and this is sort of relative to an ideal,
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whereas the advantages are relative to the current system

So | think you've got to maintain it relative to the current

syst em

MR. LISK: Point taken.

DR. KEMPER: Craig, the second point, that it's
l[imted to inpatient paynents, | don't see anything in the

logic of this that says it has to be |limted to inpatient

patients.

MR LISK: That's right.

DR. KEMPER Let's say all the training took place
in the outpatient side or even outside of a hospital. At

| east the abstract logic of this says you could have the
paynments go wherever the training took place.

MR LISK: Right, we have to develop that. Part
of the problemis devel oping that construct. Wat we
currently have is a way of doing it within the inpatient
system easily.

DR. WLENSKY: |It's not where the training takes
place. It's what is affected -- where the costs are
af f ect ed.

DR. NEWHOUSE: The issue is, is the outpatient

care different in the teaching setting than the non-teaching
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setting.

DR CURRERI: | think, as | nmentioned to Joe
earlier, I've tried this idea out on at |east a dozen
chai rmen of departnments of various nedical schools and
really nost of themare fairly enthusiastic about this
because it would even up the disparity that we've al
recogni zed as i nappropriate.

DR. WLENSKY: He didn't try it out in New York, I
bet .

DR CURRERI: | tried it out in Pennsylvani a.

DR. WLENSKY: Getting close. That's not New
Yor k.

DR. ROAE: They're too worried about their bond
rati ng bei ng downgraded to worry about it.

DR. CURRERI: But there is one concern and you
mentioned it in your little meno here and that is a concern
that as we go to nore and nore outpatient outside the
hospital training facilities, that they're concerned about
when you dunp DVE into IME and it all goes to the hospital.

There could be a w thdrawal .
| was wondering, and | defer to Joe on this, why

couldn't we reconmend that the DVE be put into an | ME
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paynment, but that portion of the |IME paynent be paid to
program directors who are nmaking the deci sions on which
anbul atory facilities and let the IME going to the hospitals
stay in the hospitals for inpatient care.

DR. NEWHOUSE: | don't think that works. | think
the IME is inherently an add-on to the DRG

DR RONE: 1'd like to respond to ny distingui shed
col l eague from Alabama if | can with respect to one aspect
of this. That is that not even commenting on the proposal
to send the paynments to the programdirectors, put that in
the category of not rising to the bait, but I would like to
comment on the issue about the outpatient because | think it
is a very serious and significant issue and it has to be
addr essed.

The only countervailing factor -- there are two
countervailing factors on this issue and I think this should
be addressed in the chapter, Craig. One of themis that in
many tines, the outpatient facilities that the residents
would rotate to are, in fact, owned, sponsored, or
controlled by the hospitals. So it's part of the sane.

It's all fungible in a sense.

The second is that the residency review commttees
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t hat approve the residency prograns increasingly have
requirenents, | think internal nedicine is now 30 percent or
sonething of the tinme has to be spent in the outpatient
environment, and therefore, that's the assurance that the
prograns -- and the prograns are reviewed regularly.

So if they're not robust or intact at least with
respect to those requirenments, they're not approved. |If
they're not approved, they don't have residents and they
don't get any noney. So there is sone, in a sense, strong
incentive for the institutions to have valid outpatient
activities. | think those are the only factors and the
material you distributed to us outlines this issue pretty
clearly. | think those would be the only factors | would
add. | think this is a good point.

MR. MacBAIN: Sonething that both deals with the
term nol ogy, but | think goes beyond that is if we accept
t he Newhouse epi phany as the starting point for this, we're
not tal ki ng about nedical education, direct, indirect,
graduate, undergraduate. W' re talking about cost of care
provi ded by organi zations that happen to al so be training
resi dents.

Sone regression analysis indicates that there's a
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correl ation between training residents and hi gher costs that
we're willing to recognize in the Medicare program

Using that as a basis, there's no particular |ogic
to piggyback on the IME formula. It may be the logic
underlying that, but the formula being tied to nunber of
residents and being tied to only inpatient services is not
necessarily the -- we're not bound to that anynore.

| think we mght want to take a step back, stop
using the term nol ogy nedi cal education, and start thinking
in ternms of costs of the kinds of institutions that are
either training residents now or mght in the future, and
" mthinking specifically of things like rural consortia
that are left out of an | ME-based nodel .

As | recall, that was anticipated in the Bal anced
Budget Act, so we really ought to be thinking in those
terms, that if we're going to neld what we now call direct
and indirect together into a paynent for facilities that
train residents, then we ought to be thinking across the
br oader spectrum of who is training residents or who may be
training residents or who do we want to be training
residents and then fromthat, how do we pay them

DR ROVE: If | understand it, rather than nedica
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educati on paynents, we're really tal ki ng about supervised
care paynents or sonething like that.

DR. WLENSKY: No, we're really tal king about
equilibrating the costs and the fact that institutions who
are involved in training have docunented the entire cost.

DR. RONE: | understand that. |'mjust trying to
think of how to conceptualize this as a category.

MR. MacBAIN. It's using the fact that an
organi zation is training residents as sonme sort of a proxy
for the fact that it inherently has higher costs, and we
think that's good.

DR. WLENSKY: And different care

DR LAVE: | think that one of the problens that
we're getting into is that we cannot have this conversation
and have the conversation about how and where residents
shoul d be trained at the sanme tine and the appropriate place
for training residents because they' re different issues.

So one of the things that one would say is that
what we are tal king about now has the possibility, if the
Congress were to follow us, of taking the Bal anced Budget
Act and everything they have to say about training graduate

medi cal education and throw ng it out.
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Soit isnt --

DR. W LENSKY: \Why?

DR. LAVE: Wy? Because what we are doing is not
tal ki ng about training and where people are training. Wat
we are doing is tal king about how to decide to cal cul ate
patient care of different settings and it could very well
turn out that the patient care is very different. So we
have to have a very different mndset, | think, and there
are really, | think, two issues.

We are com ng back to sort of a cost-based system
so we want to say, when we sort of re-estimte a cost add-on
to certain types of facilities where we suspect the patient
care may be different, what costs are we going to include,
and if we do that, how are we going to allocate it. So that
sort of is a first issue.

Then obviously there is a probl em because sone of
t he people where they would |like to have costs don't
currently have costs because they don't do what they want us
to do, so we have a little problemthere.

DR. WLENSKY: You're making really, | think, a
di stinction between Medicare as a payer to equilibrate cost

differentials and sonebody, Medicare or the Federal
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Gover nnent or sonebody el se, being involved in workforce
I Ssues.

DR. LAVE: But |I'msaying that what we're tal king
about now is not a workforce issue, it's a paynent issue.

So then we have to decide, how are we going to decide how
much nore we ought to be paying for those institutions which
may be providing nore services that we want to pay for
because they're training, to cone back to the Newhouse

epi phany.

| think we can all kind of follow that through in
a DRG system about how to do it. |It's sort of harder to
figure out howto do it in other settings, particularly
since we may not be getting better patient care in sonme of
those settings. W'd really just be doing a |ot of
subsi di zati on of services.

So | think that to carry this through that we have
to purge our ideas of the appropriate way of training and
try to think about how we woul d determ ne what the
additional patient care costs are for which, in fact, we my
want to pay enhanced services for and carry that through,
see whether we |ike the outcone.

We may decide, oh, ny God, this is really the
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st upi dest thing we ever did going down this path. But to go
down that path, | think that's how we have to do it.

DR. W LENSKY: Wul d you include in that
di stinction you just nmade that unconpensated care, for
exanpl e, which increases institutions' costs, may or may not
be sonmething that we would regard as --

DR. LAVE: R ght, but | think we're nowtrying to
figure out what to do with the institutions. | think the
unconpensated care issue, ny sense is fromwhere the
comm ssi on cane down before on unconpensated care, was that
we decided it was not a cost issue, it was really a patient
subsi di zation issue that we were tying to patient care.

So we did cone into that a little differently
saying we wanted to put noney into these institutions
because they didn't have the revenues to support things. So
|'"d say our conceptualization of the disproportionate care
issue is a different thing fromthe current Joseph Newhouse
epi phany reconceptualization of how we may want to think
about the graduate nedical education issue.

If we're going to say it's higher services, how
are we going to neasure the increased quality of services,

which, in fact, we get, would take nore noney to the
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hospital s that gives those which would be M. Sinai.

DR RONE: M. Sinai wll be closed by then.

DR. KEMPER | just have three comments. The
first one is that Joe may want to have this renaned, giving
t he congressional debate that will ensue if it goes forward.

| can purge sort of the policy discussion about where
peopl e ought to be trained, but | can't purge the fact that
t hese paynent policies wll affect where people are trained.
So | think it's hard to make that separation

The third thing is, let's say -- this goes back to
whether it's sort of the inpatient side of the hospital or
the outpatient or other outpatient settings. |If, in fact,
the costs in the outpatient side are higher when training is
goi ng on, when residents are being trained, then it seens to
me, if we don't include -- do sonething on that side, then
the total cost of these extra services will be ignored
because there's no way to put themonto the inpatient side
of the hospital.

DR. LAVE: It's not the costs, renenber, it's the
services are better

DR. KEMPER That's right. Let's say 30 percent

of the time and 30 percent of the extra costs are on the
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outpatient side, if we ignore those, then we'll be
underestimating the extra costs due to the training.

DR. WLENSKY: The cost of the different product.

DR. LONG [I'mnot sure whether | agree or
di sagree with Judy because of the | anguage that's being
used. | certainly don't see this as cost-based. | nean,
there are those things which are the additional costs of the
educati onal process which, under the epi phany, are borne by
t he trainee.

Then there is this surrogate notion that where
this kind of training goes on, we are producing a different
product of presumably greater value, greater quality, and
that cost we definitely -- well, I"'mnot sure if we
definitely, but I think the consensus is that we
appropriately should be paying for that.

In a couple of your things, Craig, and in a couple
of the comments, clearly our tendency is to put this into
the hospital m ndset and say, oh, yeah, it works when you
tieit to DRGs, but then how would you work anywhere el se.

Vell, if we believe conceptually that the process
of nmedical education of the graduate variety, wherever it

occurs, in fact, will occur conceptually in institutional
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structures that will, in fact, lead to higher quality and
newer techniques and all of the things that we believe
enhance val ue which we wish to pay for, then | think it's
context free.

Whether it be the various organizational
structures that determ ne what constitutes an accreditable
residency and where it has to take place and howits m xture
occurs, seens to nme that whether it's happening in a health
pl an or happening in an outpatient facility or happening in
a skilled nursing facility or happening on the inpatient
side really doesn't matter

|f you are, in fact, nmoving institutionally toward
prospective paynent and away from all cost-based paynent,
then the notion of a nechanic that supplenents that
prospective rate to pay differentially for the additional
value and quality that you expect to happen coincidentally
with the teaching activity nmakes perfectly good sense across
all settings.

DR. WLENSKY: The inplication is that wherever
training occurs produces a different and presumably better
product and there should be a different conpensation?

DR. LONG That's how |I'm seeing it, vyes.
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DR. NEWHOUSE: That's not inherent. The question
is, is the product on the outpatient side really any
different.

DR. WLENSKY: | guess one of the questions is, if
we make this presunption, will it behoove us or will we be
required to denonstrate a differential product in any of
these training sites for which we then ought to be willing
to pay sonething different. Wo has the burden of proving
that there's a differential product being produced?

DR. RONE: The whol e question of the
outpatient/inpatient is a different question than the
central concept. It's kind of distracting us fromthe issue
of do we buy that first premse, if you will, before we
worry about the different |ocations.

DR. WLENSKY: W certainly have to go back to do
we buy the first prem se, but this issue --

DR. NEWHOUSE: Maybe we shoul d tal k about that
because it makes it awfully hard to have a foll ow on
di scussi on unl ess we have sone agreenent about that.

DR. LONG |Is the first prem se the notion of do
we, in fact, get better product and better quality?

DR. NEWHOUSE: The first premse is are training
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costs shifted to the residents. That's what | neant, do we
agree on that.

DR. LONG Are or should be?

DR NEWHOUSE: Are.

MR. MacBAIN. |Is that what actually is happeni ng?

| think it cones down in nmy mnd to, if you | ook at the
correlation in the I ME calculations, if that correlation is
so strong that we believe that there's really causation
there, that sinply having a resident adds those costs, then
it's an education cost.

If, on the other hand, it's coincidental, that
institutions that tend to have residents also tend to have
hi gher costs because of the higher quality, because of the
stand- by capacity, because of the nore conplex case m x,
then those costs are paynent for service.

DR. NEWHOUSE: | don't think that's right. The
resident could be part of the different product. The fact
that the resident is around at 2:00 in the norning neans the
product, in sone cases, wll be different than if nobody but
the nurses are around at 2: 00 in the norning.

DR. CURRERI: Could we look at this, Joe, in terns

of trying to figure out what paynent costs are in the DVE?
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Coul d you look at it in terns of replacenent? That is, if
you got rid of all the residents, what would it cost to hire
nurse practitioners or famly practitioners or whatever to
repl ace so that --

DR. NEWHOUSE: You can ask that question. |'m not
sure you can ever get an answer that anybody woul d believe
to hold the product constant.

DR. W LENSKY: The problem | think, is that, is
it the same product or is it a different product, and if
it's a different product, is it sonething that we ought to
be willing to pay for?

DR. RONE: We have had one experience that
addresses that, in part, Bill. That is, in the State of New
York, reqgulations were passed sone years ago called Part 405
of the State Health Code which Iimts the nunber of hours a
week that a resident can be in the hospital and on call or
in the hospital, awake or not.

Therefore, what happened was that with the sanme
nunber of residents in a program there were fewer residents
around at any one time and in order to try to nmaintain the
sanme | evel of service, the institutions had to hire house

doctors, if you wll.
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So there is an experience that does permt you to
say, if there were a total nunber of resident hours in a
hospi tal per patient per week, and then we reduced it by X
percent, how much did it cost us to replace that, and those
data are avail abl e.

DR. CURRERI: And your product was the same?

DR RONE: |If we kept the product the sane, which
| mean, how woul d you ever neasure that?

DR. NEWHOUSE: That's the problem

DR ROAE: But we felt that the paynent and
attendi ng physician conplaints were no greater or worse than
they were before. If we didn't do it --

DR. NEWHOUSE: The resident conplaints ought to
have been | ess.

DR. RONE: No, the surgical residents are very
upset because they feel the only bad thing about being on
every other night is you mss half the good cases. But sone
of the other residents don't m nd.

DR. NEWHOUSE: That was miss, mi-s-s, as opposed
to ness, me-s-s.

DR. ROAE: There are data for that and | can tel

you that it's nore expensive to replace the residents with
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those kinds of doctors than it is to have the residents.

DR. W LENSKY: Wi ch suggest that the trainees are
beari ng sone of the costs.

DR. RONE: Which suggest that they're taking a
di scount because of the general training value, which is
Joe's theory.

DR. WLENSKY: | don't know whether -- | nean,
this will only take us a very small step forward, but this
issue of the notion that the trainees bear the cost of
training. |s that sonething that people are confortable
wi th a working presunption, and then we can try to get to
the next step of then what is the next requirenent for
exceptions in this thought process.

DR. ROAE: At sone point, 1'd |like about five
m nutes to nmake sort of a statenent about this.

MR. MacBAIN. |I'mnot conpletely confortable
| ooking at that by itself because we coul d conceivably say
step one, yes, the trainees are bearing the cost of training
t hrough reduced salaries. Step two, we're just paying for
service. And then step three, we're going to pay the sane
anount and you guys figure it out.

| think that's a problem because | don't think we
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can go that far w thout saying no, these things are |inked;
that if on the one hand we're saying the trai nees are
bearing the cost of training, then we've got to do sonet hing
with it with what we're now calling a direct nedica
education paynent and not just let it dissipate.

DR. NEWHOUSE: It wouldn't dissipate.

MR. MacBAIN:. That's what |'m concerned about. W
could junp fromthat saying, okay, now we've covered the
cost of training.

DR. NEWHOUSE: Now we've got a group of
institutions that have higher costs and the question is --

MR. MacBAIN. What |'msaying is we need to accept
t hat .

DR. NEWHOUSE: That's the second step. W've
first got to accept that it is patient care costs.

DR. WLENSKY: You may go ahead and nake your
st at enent .

DR. RONE: | want to say a couple things about
this. 1've thought about it a |lot and Joe and | have spoken
about it a bit and | spoke with Gail and Joe at the | ast
nmeeting about it. So in the hope that it m ght be of sone

help to ny fellow comm ssioners, | wanted to explain or
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provide a little bit of context of what the inplications
m ght be of this.

|'"'mattracted to this idea intellectually.
respect and, in fact, envy Joe's understandi ng of these
issues, so | think that this is a significant contribution
to the debate or the discourse about graduate nedi cal
educati on.

| want to make sure that the comm ssioners are
aware that there are two categories of institutions that are
i nfluenced potentially by this and what the inplications are
for those two categories of institutions. | do this because
| think that sone of you may not be aware of the two
cat egori es.

| happen, fortunately for this discussion and for
me, to be the president and CEO of one institution in each
of the two categories.

DR. W LENSKY: That neans you can get hit no
matter what you do.

DR ROAE: | get screwed either way. That's
right. It nmeans |'m Newhouse epi phany-neutral.

Let me explain the two institutions to you because

| think it mght be helpful to you. | think that the anount
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of graduate nedi cal education paynents that institutions
currently receive is very, very dependent upon how the
institutions evol ved and how they got to where they are.

Dependi ng upon which category of institution
you're in, you're going to be a big winner or a big loser if
this change is made. So | think we need to understand that.

Let me give you two.

One is the NYU Medical Center, which has a very
| ow GVE paynent and a very | ow nunber of full-tine
physi ci ans who are paid. Therefore, their salaries don't go
on the cost report. So they have a | ow GVE paynent. They
have al ways hel d that attendi ng physicians nmust train
doctors and work in the hospital as a condition for their
appointnent to the faculty of nmedicine, and that is
basically pro bono activity that the faculty does.

That's a group of hospitals which are
characterized by hospitals that started as schools or that
t he school was always there and the dom nant part of the
academ c nedi cal center. Those institutions are elite
institutions in many cases, but they have | ow GVE paynents
because of the structure.

You go to fold this into the PPS or the general
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paynment and use a national average, those institutions are
huge wi nners, huge. Ckay. Now, 40 bl ocks away or 60 bl ocks
away is the M. Sinai Hospital. It has had
characteristically a different relationship. It started as
a hospital, developed its nedical school secondarily 30
years ago, has a large nunber of full-tinme physician faculty
who are paid to supervise and train the residents.

Those dollars go on the cost report. The GMVE
paynents at M. Sinai Hospital are very |large conpared to
other institutions. The difference in the physician
sal aries between the M. Sinai Hospital and the NYU Medi cal
Center are $22 mllion a year.

DR. LONG  Aggregate.

DR. ROWNE: For the whole institution. Neither of
t hose hospitals -- both of those hospitals are functioning
well, | believe, and neither is good nor bad with respect to
each other. The residencies are very conpetitive with each
other. You do this, NYUis a big winner, M. Sinai is a
huge | oser.

And in every city you're going to have that. |
think USCis a big wwnner, UCLAis a big loser. | think

Jefferson is a big winner and Penn is a big loser. | think
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Brighamis a big | oser and that Beth Israel is a wnner. |
think in Chicago | can nanme one or two. You're going to set
up a situation wth otherw se equivalent quality
institutions because they happen to get to where they are by
di fferent pathways, that one would be a big wi nner and one
woul d be a big | oser.

If that is, in fact, the case and such an anal ysis
could be done, but | think it has, and the reason, the
rational e that supports is the conplaint that people have of
the variability of GVE costs, well, this is the origin of a
ot of the variability within regions of GVE costs.

| f you do something like that or if we do
sonething or if we recommend that whoever do sonething like
that, and | have no a priori objection to it, | think it's
intellectually very stimulating, then I would recommend t hat
under the sort of rubric of prinmmnon nocore, above all do
no harm that we would recomend that we would phase this in
very gradually along the lines of the capital change that
was phased in gradually with sonme kind of exenption pool or
sonme kind of other thing so that we got to where we thought
we needed to be, but we got to it without a war, which is

what you woul d otherw se, | think, induce.
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So | just want to nmake sure that everybody
understands there are those two kinds of things. | hope
that's helpful and I"'msorry to take so nuch tine.

DR. WLENSKY: | do want to say, |'ve said this in
a nunber of other public environnents and settings, that the
i ssue of how we get -- if we can get sone agreenent on what
we think would be a better system the issue of how we get
there and how I ong we get there is one that we will clearly
have to discuss.

| was at HCFA for the capital paynent shift and
this issue -- | nean, it was an easy decision for ne to say,
not only neeting with every conceivable group and trying to
respond to them but having a ten-year phase-in was the
price of noving ahead w t hout havi ng Congress bl ock the
institution of the regulation. | thought that was a price
worth paying then and | think that now

DR ROAE: And you're two-thirds of the way
t hrough that or whatever and it's kind of a done deal and
nobody even tal ks about it anynore.

DR. NEWHOUSE: You're 90 percent of the way
t hr ough.

DR LONG | just want to, if you'll indul ge ne,
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clarify that $22 mllion figure?

DR. ROAE: Right.

DR. LONG That's an aggregate. Are the prograns
of conparable size? Are we tal king about the sanme nunber of
physi ci ans supervising residents?

DR. ROAE: No, one hospital is larger than the
other, but let nme give you an exanpl e of what that neans.
VWhat it nmeans is, we have nore full-tinme staff in the
ener gency room because we have an energency nedi ci ne
residency at one institution and not at the other.

I f you go to the nedical 1CU of one institution,
there are a couple full-tine faculty whose salaries are paid
in largely GVE supported, whereas the attendi ng physicians
who are critical care physicians at the other hospital cone
in and pro bono go on rounds every day wth the residents
for a couple hours.

DR. LONG They're there just as nuch --

DR. RONE: Just as much but they're not paid, that
kind of thing so it's different.

DR. NEWHOUSE: | think that Jack's exactly right
on the transition. You would otherw se cause potenti al

massi ve dislocations. But | think I would say that
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everywhere, not just in hospital paynent, also in how we
treat, for exanple, practice costs in Part B, we in effect
aver age everything.

We don't have sonething -- except that we have
cost - based rei nbursement which is, in principal, supposed to
be a dimnishing part of the program W average basically
here, even for things where there may be very different
scal es, econom es of scale.

DR. ROAE: | don't disagree with that. [It's just
that this would be a sudden --

DR. NEWHOUSE: No, no. | have always thought if
we went to this we would have to have a transition

DR ROWE: And we would have to take into account
the regional differences in the costs that go into the
paynents for these services.

DR. NEWHOUSE: You could, in principle, | suppose
-- | haven't thought this far ahead, but | think in
principal, if you were doing this like we do the rest of
PPS, you would put -- you'd have a factor price index on the
salary. That would, in effect, fold into the wage i ndex.

DR. ROAE: Anyway, | hope that's hel pful

MR LI SK: Do we want to nove on because the next
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slide gets to how we woul d consi der --

DR. NEWHOUSE: Before you nove on, |let ne say
sonet hi ng about the outpatient setting. | think there is an
issue. | think these are two different issues, but as
training shifts to the outpatient side, nmy sense of
outpatient training is that it is inherently nore costly
because there's nore of the residents standing around
wat chi ng than the resident doing things independently.

So those are real costs that sonebody has to bear,
presumably the resident unless there's a subsidy explicitly
to the resident. But | think it's right to keep these two
i ssues, try to keep them separate.

MR LISK: [I'll maybe get into a little bit of
that, too. So in terns of what we need to consider is,
first you need to consider how direct GVE costs and paynents
should be integrated into a revised I ME estimte, and there
are a nunber of things you need to consider within this
guesti on.

There's whether we're going to be integrating what
our costs fromthe cost reports or what historically we have
paid. There's also an issue --

DR. NEWHOUSE: Can you say how those differ?
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MR LISK: They do differ. The costs are greater
t han what the paynents are.

DR. NEWHOUSE: Because of the CPI

MR. LISK: Because of the CPI and al so how
hospitals have shifted nore to sone nore faculty sal ary.
Support fromvolunteer faculties has dropped a little bit
over time as faculty sizes have increased. Also is the age
of the data and what year data we use.

In principal, if we're tal king about what the
Medi car e- based paynents are based on, we mght want to
consi der going back to what the original paynents were for
doing this in the original paynents, but | think the nore
recent relationship in terns of current data reflects what
the current rel ationshi ps woul d be.

Third, you need to consider the issue of the
outpatient here, and within the cost construct of what we
include in the cost of the cost reports, we're including the
total cost of the residency training program so it's a
training programin terns of the costs of the faculty, the
residents' tine, and if we're thinking the residents are
doi ng services, sone of their tine is being spent out in the

outpatient facility.
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So within this construct for the inpatient
paynment, because we're tal king about the I ME for the
i npatient paynment, do we just take account of the inpatient
paynment side, or do we sonehow throw it all on and pay al
this through the inpatient paynent, which would be a greater
paynent, a greater amount of cost, or do we construct
sonet hing that gives us a paynent that goes on outpatient
paynments as well for that set of costs.

But there's about 20 percent, 25 percent of the
residents' time is in the outpatient departnment of the
hospital, and then we're not tal king about the other
settings where in terns of residents' salary is reflecting
t hose costs.

DR. NEWHOUSE: The issue is outpatient departnent
-- is the difference in product there sonething we want to
pay for?

DR. ROAE: | think that's really an interesting
question. | think in many cases -- | nean, it depends on
whi ch case you pick. Explain to ne again the question.
mean, | think this is really interesting. | just want to
make sure | understand the question of the two alternatives

as you see it.
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MR. LISK: One is how the costs are allocated on
the cost reports, but one is what | think Joe was getting
at, too, is their value added with the residents' services
on the outpatient side.

DR. W LENSKY: Wat we've argued, Jack, is that
the reason we've had this discussion, it's not clear that
the costs for the sanme product are really greater, or at
| east nost of the attenpts to try to have neasurabl e sicker
patients show up, have not been docunented in terns of the
attenpts to refine the DRG for a severity index.

What we have concluded is rather than being nore
expensive for the same product, it is that there are
addi tional costs because you are buying a different
presumably better product.

DR. NEWHOUSE: At least in the inpatient.

DR. WLENSKY: At least in the inpatient.

DR. ROVE: | understand. The questionis, is
that true on the outpatient side?

DR. WLENSKY: Yes. The questionis, is it
different and if it's different, is it sonething that we
think is higher quality or nore valuable that we ought to be

-- that we want to buy nore, buy a nore expensive version of
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what we get in a non-teaching environnent.

DR. RONE: Wuldn't you take the sanme kind of
anal ytical approach that you took on the inpatient and sort
of continue to use the inpatient as the basis and then do
the study to see what the answer is on the outpatient?

DR. W LENSKY: W actually have never done it on
the inpatient. W only know it's nore expensive and we've
presunmed it's sonething worth buying, but we actually have
never attenpted to get around it.

DR. RONE: Wen you said we concl uded, you neant
you concl uded?

DR. W LENSKY: W took the position of we presune
that by the actions of Congress there or by the notion,
there's a presunption that people are willing to buy this
ot her product and it nust be because they think it's better.

DR ROAE: If | can just followthis for one nore
second, | think there are a couple categories of activities
that occur in the anbulatory setting, and one category that
| certainly would feel that the a priori judgnment you made
woul d still apply to are those services that used to be in
the inpatient setting and have mgrated to the outpatient

setting.
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Wiile that may not be a |arge portion of the
services in the anbulatory setting, it's the nost expensive
portion. |It's the |aparoscopic surgery and the arthroscopic
surgery and the cardiac catherization and the other things
where residents have partici pated, endoscopy.

So to whatever extent those were covered
previously in your judgnments about inpatient and they've now
mgrated to outpatient, they would seemstill to be the sane
ki nd of thing.

The ot her question | think deserves discussion. |
think it would be interesting to think about it.

MR. MacBAIN:. That's one category. There are,
think, at |east a couple others. One is one of the quality
factors affecting inpatient care in a teaching facility
could be state-of-the-art technology that is also used in
di agnosing and treating in the outpatient departnent.

Anot her coul d be the cost of excess capacity,
however we define that, that's characteristic of a teaching
hospital, which gets back to Craig's point. That's an
all ocation issue of how does the hospital pay for excess
capacity and is that appropriately |oaded onto the

out patient service, which | think it is since you' ve got
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nmore and nore activity of the hospital as a whole
out pati ent.

The distinction between in and outpatient |'m not
sure really makes a ot of difference in ny mnd of thinking
about what hospitals do. They provide patient care in
several different kinds of settings.

DR. LAVE: | think there are sone issues here,

t hough. | nean, one of the problens that one gets in an

i npatient setting that the residents provide is they are on
site making judgnents, they're callable, they're over

there 24 hours a day. | nean, there is a lot of service, in
fact, that they provide.

My understanding i s, having watched residents in
an outpatient side, is that they are nore like -- they don't
provi de as nmuch of that kind of a function in the outpatient
side as they do in the inpatient side.

DR. RONE: See, this is where |I disagree. | would
say, if | were an attendi ng physician in the outpatient
geriatric service at one of ny hospitals, in a given
session, which is a half-a-day, | mght be able to see, if |
were practicing alone doing all the histories and physicals

mysel f and going through with each patient and the famly, |
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m ght be able to see ten patients or eight patients.

If I were doing it with two residents, | could
see 20 patients. In other words, the point is that through-
put is greater, there's greater services provided because
it's nore efficient because the residents are providing a
| ot of those services.

DR. LAVE: No, but you're billing for those
services. The question is whether or not, in fact, there is
sonet hing i nherently about the quality of each of those 20
services that is different that you want to provide the add-
on for. Soit's not that -- | nmean --

DR. WLENSKY: In sone way, it's not a better
quality, it's just nore through-put, nore efficient.

DR. LAVE: You're getting paid for the additional
t hrough- put generated by the residents. The question is, is
the quality of the product inherently different.

DR. ROAE: | understand.

DR LAVE: That's what | think is the outpatient.

Whereas in the inpatient side, basically the residents are
wal ki ng the fl oors.

DR. RONE: They're doing sonething that otherw se

isn't done and therefore there's val ue added, is your point.
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DR. LAVE: That's right. And if you have a heart
attack in the mddle of the night, the doctor is right there
and everybody is there to take care of you in case of an
energency. |I'mnot trying to be argunentative.

DR RONE: | think it makes sense to nme. | just
don't know t he answer.

MR, JOHNSON: |I'mgetting a little confused
between the difference of just paying for a unit of nedical
service and how many you're going to do with those and the
i dea of paying -- if you' ve got one foot in the water,
payi ng for medi cal education inpatient, | believe you have
the other foot in the water paying for nedical education.

DR. W LENSKY: But we're not paying for nedica
educat i on.

MR. JOHNSON:  The service?

DR. NEWHOUSE: No, we're paying for a different
pr oduct .

DR. WLENSKY: W think we're paying for -- in
inpatient we think that the availability and invol venent of
resi dents has produced a higher quality product. W don't
think that it's clear that it produces a higher quality

product in the outpatient. Maybe it does.
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MR, JOHNSON:. | apol ogize for using the wong
termnology. | had a senior nonent, | guess.

[ Laught er. ]

MR JOHNSON:. All | was going to say is that |
woul d contend that you do get a higher quality product, |
believe, on the outpatient side.

DR. WLENSKY: It's not obvious what you're
buying. I'mnot sure that we can't nmake the distinction of
saying that we think there is a differential product in the
one case but not in the other, but it's definitely not an
i ssue of subsidizing or paying for education in one and not
t he ot her.

MR. MacBAIN. There are nore characteristics
related to high quality in a teaching institution than the
presence of residents on the floor at 2:00 in the norning
for inpatients. That's part of it, but there's a |ot of
other stuff going on as well in terns of case m x and
equi pnent and capacity and so on.

MR LISK: What | want to do is just add what ny
concept in thinking through this, the added val ue
potentially is in outpatient departnents, in particular,

let's say even anbulatory training sites are, let's say,



260

famly physician offices in terns of those types of things.

Really it may be that there may be nore tine spent
with the patient with the resident being involved, but also
that then there is sonme other supervising physician in. W
have to consider whether what the patient actually gets in
the end, is that a really different product.

But in the patient's perspective, there may be
sone added value there. So sonme of it is -- in ny thinking,
sonme of it was related to tine with the patient.

DR. RONE: | would be interested in an infornal
survey of the comm ssioners -- and | have no idea -- | think
it's a very interesting question -- as to whether you would
rat her be seen -- you know, if we had kidney disease and we
were going to go see Dr. Lewers if we were |ucky enough to
be in that situation to see him if we're unlucky enough to
have ki dney di sease, would we rather be seen by him al one or
by hi mand one of his trainees.

| mean, how do people feel? Do people feel that
they're better off? Forgetting who gets paid and what. Do
they feel they're better off? |Is there value added? 1Is it
better for the patient or is it, in fact, a distraction and

not better for the patient?
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DR. NEWHOUSE: There's also a difference in
setting, when he sees us in the teaching hospital versus the
non-t eachi ng hospital.

DR. WLENSKY: | think there's a question of
whet her -- one of the questions is, if the trade-off is if
you were to see Dr. Lewers in a place where there were not
potential subsidies, you know you're actually getting his
servi ce.

| f you are seeing himin a place where there are
residents, it may be a flip of a coin as to whether you see
himor his resident or nmuch less of his tine.

DR RONE: But I'mtrying to address Judy's issue
about | bill all those patients. |[|'ve never billed a
patient | didn't see, to ny know edge.

DR. NEWHOUSE: Audit averted.

DR. ROAE: You understand what | nean. [t's not
either the resident or him but it's himversus himand the
resident. Isn't that the question you' re asking?

DR. WLENSKY: It may not be for the entire tine.

DR ROAE: OCh, no, | agree with that. In fact,
often it's in series. You see the resident first for half-

an- hour and then the resident goes and talks to Dr. Lewers
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and then you see Dr. Lewers and the resident.

DR. KEMPER  Jack, 1'll give you ny answer to that
guestion. It's not a fair question given the particul ar
peopl e you used in the conparison, but I would rather go to
t he nmedi cal school not because of being seen by two peopl e,
but because | believe that particularly good physicians are
attracted to that school, that they're going to be at the
| eadi ng edge of the field, that if there are new treatnents
that are going on, they like to be there.

So if | have sonmething routine, | wouldn't want to
go there and be seen by two people and wait an extra 45
m nutes, but if | had sonmething serious, then I m ght want
that extra human. So | would see that as extra val ue.

DR. WLENSKY: But is that clear if you went to an
outpatient clinic? Wuld you feel necessarily the sane way
if you went to the outpatient clinic attached to a teaching
hospital as opposed to going into the inpatient setting for
nore --

DR. KEMPER |'m saying for the outpatient clinic.

Well, the outpatient m ght be where the diagnosis takes
pl ace of a particularly tricky case or where |ots of

procedures are done where technology matters. | don't know
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whet her I'mright about that, but I"msaying it's not a
matter of just the extra tine of the resident.

MR. MacBAIN. Just to follow up on Jack's
hypot hetical situation and this is looking at it froma non-
Medi care popul ation, but commercial and rurals in a couple
of different health plans, both of which were based in
teachi ng hospitals, it was not unconmon to have people
conpl ain about seeing a resident, even if they saw the staff
physician right afterwards. They didn't want to have to go
t hrough the whole rigmarole tw ce.

The patients thensel ves didn't perceive that as
added quality. They wanted the real doctor, in their
termnology. So what we're talking about is at a different
| evel than patient perception.

DR. ROAE: That's an answer, too.

DR. NEWHOUSE: | found this discussion interesting
because | admt | cane in with kind of the Bill MacBain
view, but Jack's points about services mgrating to state-
of -the-art technol ogy, excess capacity, | can certainly
i magi ne cases where those woul d be usef ul

|"'mwondering if we need to, at this point, get

into the outpatient side. That is, presumably right now the
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| ME and the DVE, the IME at |east, is based on inpatient
costs. Now, the DME is not. | guess it's the total salary,
but if the total salary goes over onto the inpatient side,
then at least it's first order of budget neutral.

There's Craig's point about which kind of costs,
which we really haven't tal ked about. Cearly this has to
cone up if we get to an outpatient PPS, how woul d we handl e
teaching institutions wth higher costs because they have
resi dents around.

But | wonder if we have to deal with it at this
point. | nean, if we talk about the DVE, we woul d have to
deal with it if we did an accounting deconposition,
suppose, of direct costs between outpatient and inpatient
settings. But if we don't do that, then do we have to deal
with it?

MR, MacBAIN. In nmy mnd, I'"'mtrying to cone up
wi th sonmething that woul d be portable to other organizations
runni ng residency prograns such as Medi care+Choi ce plans or
rural consortia, and if we're going to do that, where we
m ght have a residency programin which the inpatient
conponent is under contract to an entity that doesn't do

i npatient care, we've got to have sonething that's nore



265

portable than --

DR. NEWHOUSE: How can the inpatient portion be
under contract to an entity that doesn't do inpatient care?

MR. MacBAIN. | don't know how they woul d work.
"' m not sure what those things would | ook |ike, but I'mjust
trying to think. |f a nanaged care conpany ends up running
a residency programand if they get paid for it, would they
be paid only for hospital adm ssions on a DRG basis? |Is
that really how we want to fund a residency progran?

DR. LAVE: | think we have to think about it the
whol e way for the follow ng reasons. | think that one of
the real problens that the Congress is under and the
training prograns are under was sort of the concept that the
training progranms were not consistent with where it was in
Anrerica, where they wanted Anerican nedicine to go, and they
felt, in fact, that the way that we paid for GVE was not
consistent wwth where we wanted to go.

So | think for us as a conm ssion to conme up and
say, oh, boy, we've thought about this terrific way of
t hi nki ng about inpatient paynent, the main inpact is going
to be to redistribute noney across facilities and it really

doesn't do anything about how we should deal with the major
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problens that | think we have.

| think we would | ook just terribly irresponsible
because it does seemto nme that the issues that the -- the
reports that | read at | east have to do with how do we get
training noney into alternative settings, how do we get
training noney into the outpatient settings, how do we
redesign the training prograns so people are nore
consi stently trained.

DR. NEWHOUSE: This was goi ng to happen when we

got to the outpatient PPS.

DR ROAE: | think, Judy --

DR. LAVE: |'mnot even your esteened coll eague,
anynor e.

DR. RONE: You are still an esteened col | eague,

but you're on the border.

[ Laught er. ]

DR. RONE: | think, Judy, what you said is true
about sone of the questions that have been asked and whet her
or not what you described is what we would do is responsive
toit. | think, however, that you're neglecting that one of
t he questions that was asked is, should direct nedical

education paynent be noved out of the Medicare program and
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should it be put into a separate programthat woul d be
subj ect to an annual appropriation.

| think that Joe's fornulation and this discussion
answers that question very directly and | don't think it
woul d be irresponsible at all. | think, in fact, it would
be very responsible to the question and the debate. So |
t hi nk maybe the questions that you're raising that you' ve
heard we're not addressing, but that doesn't nmean we're not
addressing any of the inportant questions.

DR. LAVE: | accept that.

DR. ROAE: Thank you very much. 1'd like the
record to show that.

MS5. ROSENBLATT: | want to add on to the question
Jack raised about the outpatient setting. Wat was running
t hrough ny m nd when you used your exanple is a branding
issue. |If the outpatient is connected to the hospital with
the nane and there's that brand image, it may not, in fact,
be a better product, but it's getting the value of the brand
nane.

MR JOHNSON: It's late in the day and |I'm
confused. |'mjust trying to understand sonet hing about

this distinction between inpatient and outpatient and I'|
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base that on experience now as ny esteened col |l eague from
New York, or rather Mnhatt an.

DR. RONE: W haven't seceded yet.

MR. JOHNSON: There's a situation |I'mthinking of.

My wife had the tenerity to inconveni ence everybody a few

Chri stmases ago and break her ankle while decorating the
Christmas tree and junping down froma stool instead of a
| adder .

Anyway, we went to the hospital, the orthopod, and
we saw this orthopod. We saw himin the hospital, we saw
himas an outpatient and all that. The bone was heal ed and
al as, she couldn't walk. Sort of a conundrum

So we self-referred to a teaching hospital and
medi cal school orthopedic departnment, went to them and that
surgeon -- it turned out to be a tendon problemin addition
to the bone problem-- canme with his resident and we saw
themfirst in the outpatient for diagnosis, not connected to
the hospital, about 20 mles away in a suburban area.

Saw t he surgeon and the resident, both of them
were there. She went and had the surgery, both of them were
there. She cane back fromthe surgery, went back to see

t hem several tines while she was recovering, both of them
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were there.

She got certain kinds of explanations fromthe
surgeon and then nore explanati ons and actual service from
t he resident when the surgeon |left the room and whether it
was casting or what did he really nmean by this and what he
saidis it wll be six nonths, can | really walk in two
weeks, that sort of thing.

But there were two things. There was a definite
difference in the service for the simlar thing, and it
wasn't just inpatient. You know, whether it was the private
fee-for-service doctor, you saw himinpatient, you saw him
out patient, you saw himat Kroger -- that's a grocery store
-- and whether it was nedical school. During this course,
you saw people in different settings and they're weren't
necessarily --

DR. ROAE: And for sone di agnoses, the whole thing
woul d have been outpatient.

MR, JOHNSON: It m ght have been if it was one of
those services Bill was talking about. So I guess |I'm
having a hard tine understanding why there isn't a product
there on an outpatient basis that we're not paying for.

DR. NEWHOUSE: Well, that's one of the possible
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answers.

MR LISK: Wiy don't | go on? The fourth thing
under how should direct GVE costs be integrated into the I ME
estimate was the issue of the transition that was brought up
in terms of what would need to be considered there.

The second question that we have is, what other
revi sion should be made to the Medicare | ME paynent, and
here we've rephrased really this question is, well, while we
have the hood open, what other changes should we nmake to
paynment policy that m ght inprove the distribution of
paynments and affect the level of the indirect nedical
educati on adj ustnment.

So here we have the possibility of considering
adopting refined DRGs to neasure case m x better, which
woul d have the effect of inproving the accuracy of paynents
whi l e reducing the influence of the resident-to-bed ratio on
paynments to hospitals

Second is also the potential issue -- and this
gets sone nore to adm ssions and whether this is a Medicare
paynment or a broader paynent, but other issues of support
for other things that hospitals are involved in with such

t hi ngs as stand-by services and unsponsored research and
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t hose types of things.

Then third, you may al so want to consider refining
al so the I ME regression nmethods and those sort of things,

i ncludi ng updating the data so it's nore current so you get
a nore current relationship. So those are the three areas
under if you revise the I ME estimate.

But also related to that under the third bull et
here for the questions of what we'd consider is, what is the
appropriate level for the | ME adjustnent when you get down
here, and what woul d need to be consi dered when you get here
is how you would do this, whether you would reduce to the
enpirical |level or not.

You could inplenent this policy so aggregate
dollars don't change. Enpirically, we believe that even
after the BBA, the enpirical relationship between teaching
hospital costs and resident intensity will still be
overestimated. So do you want to continue to pay that
overesti mat e.

Second, though, you could bring it down to the
enpirical level of that relationship. So in aggregate,

i npati ent paynents to teaching hospitals will be reduced if

this were done. The paynents would nore accurately reflect
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the cost of providing patient care services to Medicare
beneficiaries in those facilities and across all hospitals.

It potentially could also justify paying | ess than
what you find in the enpirical relationship if you believe
that the costs that are included have been inflated because
of how Medi care has paid, in effect, inducing a subsidy and
that a | ot of these costs are higher then they otherw se
really should be in these institutions.

So that is sort of the set of questions that we
think need to be considered in revising the I ME, and
incorporated in here is also those other outpatient issues.

So if you adopted this proposal and took sone savings from
Medi care by either paying based on an enpirical relationship
bet ween costs and paynents or by paying | ess, sone of the
savings potentially could be directed to support specific
wor kf orce policies since you' d have budget savings in terns
of how the policy would be put in place if you wanted to do
that, if you thought there was a need for those.

But it would provide sone additional funding,
coul d provide sone additional funding for doing that if you
brought it down to an enpirical level or further. But we'll

| eave that discussion for you for another tinme when we
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di scuss workforce i ssues and those appropriate policies.

DR. NEWHOUSE: Craig, | don't even think we should
have that discussion until we know what the enpirical |evel
is on updated data with better nethods. W don't know t hat
the 5.5 percent is going to wind up above the enpirical
| evel because | don't think we really know what the
enpirical level is at this point.

DR. WLENSKY: | think we just ought to regard
them -- presumably at sonme point --

DR. NEWHOUSE: It's a separable issue.

DR. WLENSKY: It's a separable issue. Whether
with a new and better enpirical study that relates the
costs, it wll turn out we are overpayi ng or under payi ng.
The enpirical analysis wll be what it is. The issue that |
t hi nk we ought to regard as postponing not so much in terns
of savings as though there is sone anount that we need to
put into this, but the justification for having Medicare
maki ng these paynents is nuch clearer as sort of a Mdicare-
appropri ate paynent.

Whet her or not Medi care as opposed to Federal
Gover nnment ought to have sone invol venent in workforce,

mean, they are very different kinds of issues and if you
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t hi nk governnment can actually either can or should influence
t he workforce and then the question of if you think it can
and it should, how do you want to go about doing that. Then
does that have anything to do with Medicare.

So we will have to go through those, but | would
like to put that aside fromwhether or not there's savings,
which | think we would want to determ ne based on an
enpirical estimate of good current data.

DR. NEWHOUSE: | want to comment on the refined
DRGs, which seem unexceptionable to ne, but | want to raise
a different issue. This is an issue that has bothered ne
for years. HCFA, when we established PPS, | thought always
arbitrarily, if not capriciously, decided that there should
be approximately 500 DRGs. Now, | don't think there's a
very good substantive reason for that. | nean, the reason
was that it would be conplex if there were nore, but
everything just runs ICD-9 through the group, so | don't
under stand why we can't have nore DRGs.

My question is, do we know -- suppose we
have 5,000 DRGs. Do we know if that woul d make any
difference in the teaching/ non-teaching break?

MR. LISK: Theoretically, if they're able to
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capture severity of illness --

DR. NEWHOUSE: No, | know what the theoretical
answer is. Has anybody ever tried to |ook at that?

MR PETTENG LL: Yes.

DR. NEWHOUSE: The answer is?

MR, PETTENG LL: And the answer is you woul d
capture nore of the variation across facilities, including
teaching hospitals. The case m x index val ue would be
hi gher than they now are.

DR. NEWHOUSE: One of the things | think we ought
to consider, maybe it's in next year's work plan, would be
to go back to the basic design then of the PPSif we're
going to tal k about refining DRGs and the nunber of DRGs.
Thank you.

DR. LAVE: | have an enpirical question in terns
of this re-estimation. | think that what we do with the
DRGs in re-estimating themis absolutely critical because if
it turns out that with the current DRGs that you get, say,
a 6.3, whatever it is, with the other costs included in,
because | assunme we're going to take sone of the direct
costs and put themin when we re-estimate this, and then, in

fact, if we put in the better case m x index and drop down
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to 4.3, which one are we going to say is the enpirica
estimate?

The only way you get the better -- you account for
it isif you actually use these DRGs as the basis of --

DR. NEWHOUSE: |'m presum ng you woul d use them

DR. LAVE: So what you use on the enpirical was
whet her or not you used the paynent nodel to estimate or
everything el se, and so people have used two different
descriptions of the enpirical nodel.

DR. W LENSKY: | assumed, when he raised that that
since we use 9,000 CPT codes, we clearly could use nore.

DR. LAVE: | just wanted to make sure, that you
were going to tie the --

DR. NEWHOUSE: You basically use them now because
you wite down 7,000 ICD-9 codes. It's just a question of
how you map theminto DRGs.

DR. WLENSKY: But | assune that if we deci ded
that would be a way to capture sone of the variants, we
woul d only make the recommendation if we actually
recommended we change the paynent.

DR. LAVE: Current paynent, you know, is

different.
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DR CURRERI: | want to express a concern, |
t hi nk, that nost academ c people that are in these teaching
prograns have and that is that in the case of DVE paynents
in the past which go to the hospital, a certain portion of
t hose DME paynents are supposed to go for support of faculty
and libraries and that sort of thing.

"' m not saying that alnost all of ny coll eagues,
i ncludi ng nysel f, that have been programdirectors for years
and years, when you go to ask a hospital adm nistrator how
is the distribution of these DMVE paynents in my program
goi ng, you not only never get an answer, but |I'mnot sure
even if he was willing to answer he woul d know.

| get a feeling of great distrust right now, if
you take all the DVE paynents and lunp theminto | ME where
it goes into a bigger black box which nobody knows how it's
spent, that you're going to have sone real concern with
regard to expandi ng progranms into i ndependent, not hospital
owned anmbul atory care facilities, particularly in famly
practice prograns, but in other progranms as well.

So | think you should be thinking as you do this
of what kind of disclosures there should be as to the

distribution of these funds because it's really curtailed
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the flexibility when you don't know what funds are avail abl e
as to what kind of contracts you can go out and make with
the anbul atory care facilities.

If it all goes into IMg, | would like to see sone
suggestion of reporting requirenents to the people who are
responsi bl e for contracting out to i ndependent anbul atory
care facilities because right now there exists an enornous
di strust.

DR. KEMPER | guess a related question. In terns
of establishing new prograns, | take it once this is al
done, then there's a fornmula and if sonebody wants to
establish a new program the noney flows in proportion to
t he nunber of residents sonehow

So there's no deterrent to establishing new
prograns except insofar we have these problens of very
different settings that Bill MacBain nentioned |ike the
wor |l d cooperatives or health plans or whatever. That's the
sort of winkle that has to be worked out.

But at least within the hospital and outpatient
setting, there's no deterrent to new prograns. |s that
right?

DR. NEWHOUSE: There's no deterrent now, is there?



279
DR. KEMPER No, that's what |I'msaying. | think

that's a good thing. You want to have that.

DR. RONE: As sonebody who has been a hospita
adm nistrator, a programdirector of a residency program
and a chairman of a departnment of nedicine at various stages
inm still early career, let me give you anot her point of
vi ew of how this happens.

The hospital adm nistrator gives the chairman of
the departnent of nedicine in a hospital the size of mne
one of mne, $20 million a year as part of his budget. The
programdirector goes into the chairman of nedicine and
says, where's the noney for the residency progranf? The
chai rman of nedicine sends himto the hospital
adm nistrator. You'd better go get it from Jack

Jack says, | gave the chairman of your departnent
$20 mllion. It's in there. And so, that's how you go
around. Does that sound famliar?

DR CURRERI: No. |'ve been both chairman and
programdirector at the same tine, so conceivably |I'd be
arguing with nyself | suppose. But the problemis is that
in nost cases, that is not the case. The budgets cone out

of the nedical school, the paynents go to the hospital, and
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there isn't supposedly any transfers of noney here. | never
in 25 years got a single dollar froma hospital that I could
identify.

DR. NEWHOUSE: | had a departnent chairman from
one of Jack's conpetitors at an executive course where
used sone of the nunmbers -- | didn't know he was there --
sonme of the nunbers in our report actually was fromhis
hospital where we |isted direct nedical education. He said,
| just got ny noney's worth fromthis course. 1've, for 20
years, been trying to get fromthe hospital adm nistrator
what we got and | could never get the nunber.

[ Laught er. ]

DR. CURRERI: That's exactly right.

DR. ROAE: And the one thing that that proves and
we all knew it is that hospital admnistrators are smarter
t han departnent chairnen.

DR. NEWHOUSE: The creamrises to the top.

MR LISK: Let's goto the last slide here. There
are sonme ot her questions that also need to be considered
here in terns of concept in integrating this in. One is how
t he concept can be integrated into other settings, including

PPS- excl uded hospitals, in terns of themand how this
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concept can be integrated there; then as we' ve already
di scussed, to the anbulatory training sites, famly practice
clinics and those types of sites.

Then the second question al so concerns -- we've
been | ooki ng on physician --

DR ROAE: It wouldn't just be TEFRA hospitals,
but it would be TEFRA prograns in hospitals.

MR LISK: No. Actually, they're done based on
t he DRGs, although those patients -- that actually does
rai se a good point because on the direct side, it doesn't
matter, but on the indirect side it does matter. So it is
the TEFRA progranms. You're right.

DR. RONE: It would be the rehab and psych
progranms in hospitals.

MR. LISK: And the big ones here, too, the places,
cancer hospitals have a | ot of teaching going on, very
i nvol ved; pediatrics, although for Medicare, they' re not
getting nmuch noney; but rehab and psych is the other big one
and rehab to a little | esser extent.

Again, as | said, the anbulatory training sites --

DR. W LENSKY: What happens in the rehab? Does

t he noney cone through the DRG?
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DR. NEWHOUSE: They're exenpt. But aren't the
resident costs in those costs that they're conparing
relative to their target?

MR. LISK: No, they're excluded fromthe target.

DR. LAVE: The indirects are excluded?

MR. LISK: No, the directs are excluded. W're
tal ki ng about what to deal with those direct costs that are
there. W have to deal with those.

DR. NEWHOUSE: To be symmetric, we would just put
them i n.

MR LISK: Well, it just is an issue in terns of
what specifically -- is that the appropriate way of doing
it.

Then finally, as we tal ked about physicians, is we
al so need to consider the direct costs for nursing and
allied health and what happens there. On the residents
side, we have residents and that sort of stuff to account
and we don't have that on the nursing and allied health
si de.

One of the interesting things here, though, is
t hat what's happened over tine for a |lot of nursing and

allied health prograns, we used to have dipl oma prograns
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whi ch are hospital -based and sponsored. W' ve noved away
fromthat and there's a lot of B.S. progranms that are -- BSN
prograns that are sponsored by universities, but do go into
the hospital setting and other settings.

Those prograns have gone on w thout actually
addition of paynents. It may be a good reflection of the
concepts here, the student pays for the training and they're
paying tuition in that setting. They're paying tuition to
the program or the school for those cases, but we're going
to need to consider what to do on this concept for them

Physi ci an assistants is anot her exanple of a group
that has grown, but has paid. There's sone clinical aspect
to the training that's going on for these students, and so
is there any val ue added again that you'd want to reflect in
paynments for those types of prograns as well.

So that's it for the overheads, and hopefully we
can start to, over tinme, over the next few neetings, cone to
sonme cl osure on sone things.

DR. WLENSKY: One of the issues that I'mgoing to
ask you to give ne sone feedback in either in our neetings
or outside the neetings is whether as we continue to talk

about the inplications of thinking about reinbursenent in
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this way, whether people are continuing to feel like this is
a useful direction to go, including the cooments Jack made
about the need for a long-termtransition if we were to

deci de to nake these changes.

O whet her people continue to feel like this makes
nore sense from Medicare's point of view as to why we woul d
be maki ng certain kinds of paynents or whether you're
feeling unconfortabl e.

DR. KEMPER | guess one of the things that | was
concerned about in what you wote, Craig, is the incentive
to -- is really the physician supply issue and the incentive
to train nore physicians and particularly to train nore
speci al i sts.

So at that level, | have a hard tine separating
t he manpower policy fromthe paynent policy. | don't know
if you've thought about that at all or others have thoughts,
but that seens a big potential problemw th this approach.

MR. LISK: In sonme concept, |'ve thought about it
alittle bit in terns of what this concept neans for that,
and in sonme sense, if the value of the residents, of a
specialty resident is nore to a facility, they'd be willing

to pay that resident nore.
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W' ve basically gone on an averagi ng concept,
though, so it nay make certain types of specialties, if the
training actually ends up costing nore, less attractive, if
we tal k about the anmbul atory training potentially being nore
expensi ve, for instance.

That may be the case where workforce i ssues cone
into play, but that m ght be a case for taking a | ook
outside of this and seeing what prograns you m ght want to
have outside of Medicare that would influence that, because
that's going to be the case across all payers, not just
Medi care, that those types of incentives m ght be
probl emati c.

That nmay be the case for how famly practice
prograns were devel oped, and there are small subsidies to
hel p those prograns develop and it could be sonething
simlar to those. | nean, that's sone of the thinking |'ve
had al ong those |ines.

DR. KEMPER  That would increase the primary care
training, but not reduce the specialist training. It may
not be different fromnow, but it's just an area of concern,
| guess.

DR. CURRERI: | think we should really revisit the
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manpower stuff. |'ve been reading nore and nore articles
recently saying that the total nunmber of physicians, and
with very good | thought nunbers, are really just about

ri ght now.

Now, there may be a distribution anong specialties
that's not quite right and there certainly is geographical
distribution that's bad, but if we had good geographi cal
distribution into rural areas particularly, we'd have just
about the right nunmber of physicians.

It's anybody's guess because this is a very tough
field, but | think there is nore and nore evidence that
we're not the 150, 000 physicians over what we shoul d be at
the present tine.

DR. LONG I'mvery careful noving in this genera
direction. At this end of the day, |I'mnot thinking too
clearly, but I do want to nmake sure that we -- |I'mnot sure
what the inplications of noving in this direction are for
t he general BBA charge that, you know, we tal k about overal
federal policy on GVE, not just Medicare.

DR. NEWHOUSE: What federal policy on GWE?

MR. LISK: The charge was Medi care and ot her

federal policies.



287
DR. NEWHOUSE: Oh, and ot her federal policies.

DR. WLENSKY: Let nme just respond on that. To
the extent we pursue this, it would be in nore detail on
here is what we think are appropriate Medicare policies and
| eave open at |east, these are questions that nay be
appropriate for other federal roles, but not Medicare. W
don't really have expertise particularly in that area.

| think that the nobst useful thing we could do
woul d be to distinguish, these are not -- these are not to
us obvi ous Medicare issues, but we wouldn't want to exclude
them from bei ng regarded as ot her governnent, Federal
Governnment issues. Then basically turn it over to sonebody
that wants to make those deci sions.

DR. CURRERI: 1'd like to ask a question which is
not clear in my mnd and that is, there was an article
either today or yesterday in one of the nmjor newspapers
quoting the presidents and CEGs of the Harvard hospitals as
wel |l as the Stanford hospital saying that although the
academ c practice plans in these hospitals are in terrible
financial shape, the hospitals are looking |ike they're
going to follow in poor financial shape in a matter of tine.

My question is, in these paynents for graduate
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medi cal education, does Medi care have any system by which
they actually know these paynents are used for graduate
nmedi cal education or would the hospitals be free to take
this noney and neet other financial obligations as they
accunul at e debt ?

DR. ROAE: You can't trace the dollars, but
they' re based on the fact that the hospitals have higher
costs which have been attributable --

DR. NEWHOUSE: They have hi gher nunbers of
residents. So sone of it goes to pay them

DR. RONE: Sonebody's paying the residents’
salaries, so to that extent --

DR. CURRERI: The salaries are roughly half of
what you're getting per resident.

DR RONE: A third. A half of what we're getting
for the resident and DME is a third of the total of that
we're getting for ME

DR. NEWHOUSE: | just want to respond to a couple
of things that were said. One, we nmay not want to choose to
get into this, but if the Congress actually went this route,
wor kf orce woul d have to cone up as at | east a second order

ef fect because you have these counting rules on how you
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treat residents and second residencies and fellows for the
purposes of the IRB, which is essentially a workforce-driven
consideration and we may or may not want to comment on that.
Second is a response to ny esteened coll eague from
Alabama. | don't want to really get into the issue of are
we training the right nunber of physicians because | think
that the issue is not how things are at the present tine,
but these are physicians that presumably have a 30 to 40-
year lifetime practice, so the question is, well, how many
physi ci ans are we going to need over the next 30 to 40 years

and that's going to depend on technol ogi cal change and the

willingness to pay for it in ways that we can't, | think,
predict. So | would just, | think, |eave that noot.
DR. WLENSKY: | took Bill's coment to nean nore,

it looks |ike things have sort of sorted thensel ves out okay
anyway and this is another reason. | agree with what you've
just said, but |I interpreted his coorment as neaning that it
| ooks Ii ke without our great direction, things are actually
sorting thensel ves out.

DR. CURRERI: The market is working well.

DR. NEWHOUSE: | agree with that general view of

the world. At |least markets seemto do as well as
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governnment planning, if not better.

DR. WLENSKY: | think people are getting a little
worn down, but | did want to -- as | said, to the extent you
t hi nk about this issue and either feel greater or |esser
confort with the general direction of our thinking, it wll
be helpful to just register that view

Qoviously if there's a high level of disconfort,
you want to go sone other direction, then we need to get a
sense of that. OQherwise, we're going to presune we're
going to continue exploring this path of thinking to help us
fl esh out what our options and recommendati ons are.

DR ROAE: One thing I'd like to say is | think
this was a new idea a nonth ago, at least for all of us but
Joe and Craig and Murray's letter | found very hel pful.
think there's been a lot of really good, productive, hard
t hi nki ng about this in the last nonth on the part of the
staff.

The other is, we haven't heard how you feel about
this, Gail.

DR. WLENSKY: |'mactually very confortable with
this. The interesting observation was that this is sort of

the npbst classic view for an econom st about what woul d
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happen with training. Wat hadn't happened was to take this
a step further of, how should that then view your thinking
about this issue.

| am nmuch nore confortable because |'ve al ways
been nore confortable with I ME than DME. DME was al ways the
problemfor nme, and this puts it in a context in which
have sone confort level. | don't know whether it will mnean
that we will end up paying nore or less. | would |ike that
to be an enpirical issue based on better, newer estinmates.

DR. RONE: | see this as a separate issue.

DR. WLENSKY: | do think there are a |ot of other
issues that to my mnd will not be Medicare issues, that if
sone ot her part of governnent wants to take on, that we call
wor kf orce issues, that's their welcone job if they wish to
do it, but that we can nore easily separate out.

There is a legitimate Medicare role, but it's
different fromwhat we have sonetines thought about it in
terms of this DVE/IME. There is a legitinate Medicare role
to continue on in this. So | actually have felt nmuch nore
confortable.

It will have, | think, appropriate or sone

desirable redistribution in that it will not be so pegged to
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what was a very arbitrary way to calculate a distribution
al t hough I have absolutely no problemw th the need to have
a very slow transition into whatever the new order is. So
|"m pleased in the direction that we're going.

DR. LAVE: | think the only thing is that it
really requires a very different way in thinking about it
because what we have to think of is that these dollars are
all patient care dollars. So every tinme we think about it,
we have to say, these are patient care dollars that are
being delivered to pay for things that we want to pay for
that the patient is getting that happens to be provided in
envi ronments where residents --

DR. NEWHOUSE: The term GVE i s obviously a problem
term

DR ROAE: That's why | was trying to conme up with
that other, supervised care. There needs to be another.

DR. LAVE: Enhanced product, enhanced care.

DR. CURRERI: | think, though, that there -- | was
just thinking, sonebody asked the question, what enhanced
outpatient facilities. WlIl, | can give you the exanple of
both burn units and trauma units. There is no outpatient

t herapy outside nost of the major teaching hospitals because
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they're concentrated because they're high cost/| ow

rei mbursenent areas, and so the people interested in working
at that have to be supported and that's the only outpatient
facility you have for specialized care with rehab and so
forth.

So there are a |lot of places where it's the only
outpatient facility, which I think --

DR. LAVE: But what we're really buying, though,
is the burn care and we need to pay for the burn care first.

DR. ROANE: The inpatient care.

DR. CURRERI: And the outpatient care.

DR. WLENSKY: Let ne see if there are public
comments before we cl ose.

MS. WLLIAMS: Deborah WIIlianms, American Hospita
Association. Shorter than | think. Good thing Carnela is
not here. | think that we appreciate the care the
comm ssion has taken with this issue and I'd like to say
that as sort of this project develops, | think the AHA is
concerned, of course, with supporting the historic m ssion
of teaching hospitals, especially their role in the safety
net .

So | think any policy developed in this area
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certainly has to have a long transition, so that if there is
a need for a md-course transition or to make changes and
devel op new policies as you ook at its effect upon care

t hat can occur.

The second thing | did want to say is about
outpatient. | find it very interesting. This | want to say
as a policy analyst. | find it very interesting that when
you | ook at the equations that HCFA has estimated in the
rurals, that it's the small rurals that have the higher
costs and the | arge teaching hospitals, but one suspects for
di fferent reasons.

Despite the fact that maybe residents allow you to
have hi gher volune in teaching hospitals, they really do
have hi gher costs per service. |'mnot sure what that
reason is. Mybe when the residents are gone, behind Jack's
back, they're opening up extra supply costs and running
t hrough the robes, | don't know But it is at |east
enpirically verifiable. Thank you.

MR. ZECOR: Bob Zecor, Association of American
Medi cal Col |l eges. Sone of those were simlar to ny
coments. | won't repeat them | did want to conment

specifically, though, on the question of do you get a
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differential product in the outpatient setting if there is
t eachi ng present.

| would argue yes. | think there have been nmany
exanpl es given here, but while it was inplicit in your
di scussion, | think you may want to explicitly discuss the
intensity of the teaching. Just as we recogni ze that the
nature of the differential product on the inpatient side is
correlated to the intensity of the teaching environnment, as
represented by the internal resident-to-bed ratio, | think
you have a simlar phenonena in the outpatient arena.

That is the intensity of the teaching which may
wel |l be much greater in hospital -based anbul atory care
settings than in other anbulatory care settings. It may
lead to a differential product but of different types.
Therefore, you have a scaled effect in terns of how
differential are those products.

As you deliberate, that nay be useful in terns of
under st andi ng the spectrumthat we're dealing with. Thank
you.

M5. HELLER  Karen Heller, G eater New York
Hospital Association. Mark Callan and | just had a really

i nteresting sidebar conversation. W had al so been feeling
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very good about the epiphany in terns of the safety of the
nmoney staying in Medicare. However, what does this nean for
t he managed care carve-out and a prem um support nodel ?

| was just presumng all along that, of course, we
woul d continue a carve-out, but Mark was feeling, well, if
it's not education. So | think you guys have to deal wth
that issue as well.

DR. WLENSKY: It's an issue that we've started
havi ng sone di scussion and will continue having wth regard
toif we were to nove to a prem um support world, what would
this mean given the kind of thinking.

M5. HELLER  Does it just go away now.

MR. GRAEFE: Fred G aefe of Baker & Hostetler on
behal f of the American Health Science Education Consortium
on behalf of urging you to consider the HVO carve-out for
nursing and allied health. As you know, Congress, in the
"97 BBA, did it for physicians. It was an oversight not to
do it for nursing and allied health.

A bill has been introduced in the house, HR
1483, and a simlar bill soon in the Senate that will do the
sanme thing for the nursing and allied health pass-through,

and as you address these workforce issues, you'll need
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nurses and allied health professionals from APNs through PAs
and others to neet the 21st century demands. Thank you.

DR. WLENSKY: W will, conm ssioners, convene
again at 7:00 and we will neet tonorrow at 9:00.

[ Wher eupon, at 5:44 p.m, the neeting recessed, to

reconvene at 9:00 a.m, Friday, April 30, 1999.]



